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One Hundred Years of Military Communications 


McCulloch Chain Saw ror branch-trimming and tree-cleafi 


jobs facing your line crews, no tool can match a lightweight, fast McCulloch ch 
saw to save time and work! Starts easily in any weather, cuts full power cverhe 
or sideways. Automatic clutch stops chain when idling. Convenient attaé 
ments for earth drilling, timber boring, or clearing brush and wildgras s. Sa 
maintenance time, too. McCulloch’s exclusive new Super Pintail® Chzin st 
sharper, lasts longer than any other make. Seven new professional moc els ff 
$149.95 with full 16” bar. McCulloch is the world’s Number One cha: 1 saW 
sales...in quality...in the largest dealer service network. For a free catalc 3, sem 


a McCulloch Corporation, Los Angeles = Marine Products Division (Scott Outboards), Minneapolis 
m= McCulloch of Canada, Ltd., Toronto s McCulloch International Inc., Los Angeles 
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Electro-Motive Peaking Plant 


New MU-100 plant 
$82 per KW, F.0.B. 


Electro-Motive Factory 


For those utilities seeking higher capacity peak- 
ing power, the new Electro-Motive 10,000 KW plant 
offers low investment per KW (as low as $94 per KW 
installed at site) plus new operating and control fea- 
tures not found on other types of equipment. 


Highly flexible. The MU-100 may be utilized in 
peaking, reserve or area protection applications. It 
may be remotely operated by a variety of methods— 
automatically by voltage or current sensing devices, 


and by supervisory control such as leased telepho 
line or by carrier current. Self-contained design pe 
mits location at the step-down substation serving thi 
load. Installation is simple and inexpensive, and t 
plant may be moved at any time to match changin 
load conditions. 


Future expansion flexibility. Smaller Electr 
Motive plants (2,000, 4,000, 6,000 and 8,000 KW) ca 
be installed now with control equipment in place 
expand later up to 10,000 KW. 

By taking advantage of this plan-ahea: feature 
additional KW capacity can be added later for les 
than $75/KW installed. For example, total end com 
for uprating from 2,000 KW to 8,000 KW is the sa 
as the initial cost for an 8,000 KW plant. 


New controls. The plant control contains many 
novations which further extend flexibility. The plan 
may be operated remotely at various capacities 
match load conditions. Each generator produc 
2,000 KW—and each may be operated individually ° 





























ow available up to 10,000 KW 


any combination. Thus, the plant will provide 
000, 4,000, 6,000, 8,000 or 10,000 KW. With selective 
Wntrol a block of power is always available—even 
uring maintenance. 


ast start. From a cold start, the MU-100 is on line 

eirying Joad in less than three and one-half minutes. 
spinning reserve start has been designed into the 

— reduces starting time to a minute and 
alf. 

With the addition of the MU-100 to the Electro- 
otive line, the most complete range of capacities is 
Vailable in specialized peaking equipment. Thus it 
‘™ Possible to match capacity to need for the most 
ficient 0, eration and lowest investment. An increase 


in demand is handled by expanding the plant—at 
low incremental cost—with additional generating 
components. 

An analysis of utility peaking needs will reveal 
the savings possible with the application of Electro- 
Motive equipment. Ask the Electro-Motive repre- 
sentative for information. 


ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS . Lacrance, ILLiInois 


Sales-engineering offices: Chicago, New York, St. Louis, San 
Francisco 


In Canada: General Motors Diesel Limited, London, Ontario 


sf 2000 KW Diesel MU-40 4000 KW Diesel MU-60 6000 KW Diesel MU-80 8000 KW Diesel MU-100 10,000 KW Diesel 
-14DF 1009 KW Dual-fuel MU-28DF 2000 KW Dual-fuel MU-42DF 3000 KW Dual-fuel MU-56DF 4000 KW Dual-fuel MU-70DF 5000 KW Dual-fuel 
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with the Codlitors 


No that Congress is back in session 
for a political, if not a legislative, 
jamboree, we hear recurrent demands 
from the politicians that the United States 
must “catch up” (presumably with the 
Russians) or “keep ahead” on a number 
of things, including a nuclear energy 
program. Actually, we have no way of 
knowing just how many nuclear plants 
the Russians have for producing elec- 
tricity and on what scale they have been 
or are being developed. Following their 
usual custom, the Soviets are not telling 
the world in any detail. But if the Rus- 
siams are as smart as a great many peo- 
ple give them credit for being, the chances 
are good that they have not gone head 
over heels into an ambitious, enormously 
expensive program for the production of 
electricity from nuclear energy at a cost 
considerably in excess of the cost for 
conventionally generated power. 


OF course it is all very well for some 
people in Congress, whose business it is 
to spend the taxpayers’ money rather 
than their own, to make ambitious de- 
mands along this line. But it is something 
else again for private electric companies 
to ask their shareholders, as well as reg- 
ulatory authorities, to approve the ex- 
pense of constructing and operating 
plants for the production of electricity 


G. C. DELVAILLE 


at a cost known in advance to be in ex 
cess of conventional power. 


TuHE fact that three nuclear plants are 
now in operation and contributing to 
public power supply through public util 
ity operations, and seven more are be- 
ing constructed, and a dozen more are 
in the planning stage, speaks well for the 
willingness of private industry to con 
tribute and co-operate with the Atomic 
Energy Commission. Nobody has claimed 
that these plants are now delivering or 
will ever deliver economically competitive 
power, although presumably there will 
eventually be nuclear plants in that cate- 
gory. The present program, however, 
must be written off, in part at least, to 
necessary research development and ex: 
perience. It is for this reason that care 
must be taken by all involved to see thai 
the right ultimate decisions are made as 
to which of the various techniques being 
tried offer the most promise of eventua! 
economically competitive power produc- 
tion and to narrow the cost gap unti! 
that day arrives. 


HE article in this issue on nuclear 
energy’s growing pains, which be- 
gins on page 306, is an attempt at realistic 
appraisal by an author who has served 
in the past as AEC’s technical and manu- 
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ANOTHER MAJOR UNIVAC BREAKTHROUGH FOR BUSINESS-AMERICAd 


oy . 
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*rinter 


¢ UNIVAC On-Line Card-Punching Printer is another cost-cutting addi- 
to the UNIVAC Solid-State 80 Computer...one-pass processing is 
ere-and-now fact. 


pass processing means extraordinary time and money savings in 
Computing, editing, punching, and two-side printing of such docu- 
nts as utility bills, premium notices, payroll checks, subscription 
Ices, dividend checks, inventory records, and many more! 


ll another cost-slashing use is the origination and maintenance of 
ger records and customer account history records. The On-Line CPP 

print a total of 1,820 alpha-numeric characters on one standard 
bulating card. You can drastically reduce the total size of your files 
f speed look-up time. 


PROFIT-POWER FEATURES OF THE ON-LINE 
CARD-PUNCHING PRINTER 


One-pass processing—performs arithmetic, editing, transfer- 
ring, and comparing functions, as well as punching, verifying 
the punching, printing one side, printing the other side, and 
segregating processed cards—in one machine run. 
Card-punching and verifying—punches standard, 12-position 
alpha-numeric code’in up to 80 columns simultaneously at 
the rate of 150 cards per minute. Also reads each card and 
verifies the accuracy of the information punched. 

High-speed card printing— prints up to 13.lines, 70 characters 
wide...on one or both sides of a standard tabulating card. 
Printing is done between rows of punching, making it impos- 
sible to over-print previously punched holes. 

Your local Remington Rand representative can furnish you 
with additional information on this outstanding UNIVAC break- 
through. Why not call him today. 


Flemington. Frand Univac. 


DIVISION OF SPERRY RAND CORPORATION 





PAGES WITH THE EDITORS (Continued) 


facturing director at the Savannah river 
(H-bomb) plant. He has also been project 
manager of the Shippingport project of 
the Duquesne Light Company. He is 
Joun E. Gray, now president of Nuclear 
Utility Services, Inc., of Washington, 
D. C. A graduate of the University of 
Rhode Island (1943), he started his ca- 
reer with the Westinghouse Electric Cor- 
poration and was assigned to the Man- 
hattan (A-bomb) project. He also worked 
with General Electric’s Knolls Atomic 
Power Laboratory and the Hanford (plu- 
tonium production) Works. He joined 
the Shippingport project in 1954, becom- 
ing superintendent of construction and 
co-ordinator of that atomic project. 
* * * * 


7 was little over a year ago that Com- 
MISSIONER Louis J. HECTOR resigned 
from the Civil Aeronautics Board and 
sent to President Eisenhower a lengthy 
memorandum expounding his views on 
the shortcomings of modern federal com- 
mission regulation in general and the 
CAB in particular. Since returning to his 
law practice in Miami, Mr. Hector has 
given some additional thoughts to this 
subject, which he outlined in a recent 
address to the Great Lakes Conference 
of Railroad and Utilities Commissioners 
at White Sulphur Springs. The opening 
feature in this issue is a restatement, in 
article form, of Mr. Hecror’s present 
views on this controversial subject. A 
native of Fort Lauderdale, Florida, Mr. 
HEcTor was educated at Harvard, Wil- 
liams, and Oxford prior to graduating 


a 


ARTHUR D. BALDWIN 


JOHN E. GRAY 


from the Yale Law School (LLB, 1942). 
He entered government service in 1942 
as a Justice Department attorney, and 
subsequently saw service with the Office 
of Lend-Lease Administration, with a 
State Department mission to England, 
and with the Office of Strategic Services 
with the Southeast Asia Command. He 
was appointed to the CAB in 1957. 


* * *K * 


& rene joint article on liberal line ex- 
tension policies, which begins on 
page 297, comes to us from the vice pres- 
ident of California Electric Power Com- 
pany, G. C. DELVAILLE, and the assistant 
rate engineer of that company, ARTHUR 
D. BaLpwin. Mr. DELVAILLE is a native 
of France, who graduated from the Mas- 
sachusetts Institute of Technology and 
became an American citizen. He started 
working for Southern Sierras Power 
Company (predecessor of his present 
organization) in 1926. Mr. BaLpwin 
is a native of southern California, who 
graduated from the California State 
Polytechnic College (BS, 1951) after 
service with the U. S. Navy in World 
War II. He joined Pacific Gas and Elec- 
tric Company the year he was graduated 
and California Electric in 1953. 


THE next number of this magazine wil! 
be out September 15th. 


Iho CdlilGua- 
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ENGINEERING CO. In 1952 Pioneer joined with other groups, all 
eS | a Salle Street, reporting to the Atomic Energy Commission, for 
Chicago, Illinois constant study of atomic energy application. 
Today Pioneer is qualified as a consultant to 
industry in the application of atomic reactor 
systems to the generation of electric power. 
Presently, Pioneer is acting as architect-engineer 
and supervisor of construction of the 66,000 Kw 
commercial atomic power plant shown here. 
Allis-Chalmers Mfg. Co. is the prime contractor. 
Scheduled for 1962 completion, the plant, for the 
Northern States Power Co., will be known as 
the “Pathfinder”. 
Organized as Central Utilities Atomic Power 
Associates, these utilities will share in the research 
and development costs: Northern States Power Co., 
Central Electric and Gas Co., Interstate Power Co., 
lowa Power and Light Co., lowa Southern Utilities Co., 
Madison Gas and Electric Co., Mississippi 
Valley Public Service Co., Northwestern Public 
Service Co., Ottertail Power Co., St. Joseph Light 
and Power Co., Wisconsin Public Service Corp. 
PIONEER SERVICE & ENGINEERING CO., 231 South 
La Salle Street, Chicago, Illinois 






NEW! 


Write for 40-page booklet, ‘‘Pioneering New 
Horizons in Power". Describes, illustrates 
Pioneer's engineering services, and corpo- 

rate services, from financing to operation. 
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Sketch of “Pathfinder” 
commercial atomic power plant 
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Coming in the Wu Itoue... 


(SEPTEMBER 15, 1960, ISSUE)-— 





THE CONSUMER'S REQUIREMENTS FOR 
COMMERCIAL NUCLEAR POWER 


How valid are the claims—which seem to come mostly fro; 
legislators, charged with spending taxpayers’ money inste: 
of their own—that the United States has either fallen behi: 
or is not keeping up with the international contest to esta: - 
lish nuclear power generation at an economically competiti: e 
price with other fuels? Of course, what is an economically 
competitive price for nuclear power in areas, such as Euroj«, 
could be very expensive and wasteful power indeed in coi::- 
parison with steam or hydro generation in the United Statvs 
with its abundance of fossil fuels and natural resources. 
Robert C. Woodbury, New York attorney and enginecr, 
formerly associated with both Army and Navy nuclear re- 
actor programs, feels that the many projects and plans now 
being completed or under way by privately owned electric 
utility companies demonstrate that this nation will sustain its 
leading role in developing nuclear energy. 


AN ANSWER TO THE HIGHWAY FIASCO 


Cities can solve traffic and many related problems for all 
times by re-establishing competent and attractive systems of 
mass public transportation. But the author of this article, 
E. F. Downs, Chicago transportation engineer, feels that the 
blandishments of the “highway lobby” and the “automotive 
lobby” have so impregnated the thinking of our lawmakers 
and policy planners that the present sorry state of urban and 
interurban transportation congestion will get much worse 
before it gets much better. This author thinks that other 
public utility industries, notably gas, electric, and telephone 
companies, have a definite stake in re-establishing a sound 
system of mass transportation in contrast with the wasteful 
pouring of public funds into superhighways and expressways 
which never catch up with the growing problems of traffic 
snarls, slum cities with decaying hearts, and allied burdens 
of the mid-twentieth century. Monorail is among the alterna- 
tives suggested. 


THE REGULATORY COMMISSION AND THE PRESS 


The need for public relations and competent specialists to 
look after them has long been felt in most industries, regu- 
lated and unregulated. Even cultural and educational insti- 
tutions have felt the importance of making and keeping «s 
many friends as possible. So it is not surprising that com- 
mission regulation, as an institution, has found that it requires 
professional skill to keep its relations with public opinion on 
an even keel. J. O. Brice, informational representative, pub!ic 
utility commissioner of Oregon, has written a_practic:l, 
down-to-earth analysis of the problems with which the sta‘e 
commission’s public relations officer must cope and what ‘o 
do about them. 








AND IN ADDITION... . Special financial news, digests, and interpretations of court 
and commission decisions, general news happenings, reviews, Washington gossip, and other features of 
interest to public utility regulators, companies, executives, financial experts, employees, investors, and 





others. 
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Do you have a 
Utility 


problem? 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
expanding to meet challenging new 
opportunities. 

And Utilities are faced with enor- 
mous capital expansion to provide for 
the growing needs of industry and 
consumers. 

This is where the Irving can be of 
particular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 


Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 


For information, you are cordially 
invited to call our Public Utility De- 
partment at LL 3-2967 or write us at 
One Wall Street. 


IRVING TRUST COMPANY 


GroRGE A. Murpny, Chairman of the Board 


Capis:! Funds over $145,000,000 One Wall Street, New York 15, N.Y. Total Assets over $1,700,000,000 


WILLIAM E. PETERSEN, President 


Public Utilities Department—JOHN F. CuiLps, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





CBaukeble CEnerke 


“There never was in the world two opinions alike.” 
—MOonTAIGNE 





CuHarLEsS DE GAULLE “Failing the renunciation of atomic armaments by 
President of France. those states who are provided with them, the Frer:ch 
Republic obviously will be obliged to equip itself wiih 


such armaments.” 
e 


Dwicut D. EISENHOWER “Believing in our God, believing in the convictions 
President of the United States. that we have inherited from our forefathers, we will 
yet have a world in which a just peace will be the /ot 
of men, in which they can realize and use the fruits 
of their own toil.” 
bd 


HARLLEE BRANCH, JR. “Government can assist or it can frustrate, but it 
President, The Southern Company. cannot create long-term economic improvement, or even 
a short-term and illusory economic uplift without 
destroying human freedoms and distorting the economic 

patterns essential to lasting prosperity.” 


¥ 


EpITORIAL STATEMENT “Those who have long opposed TVA because they 

The New York Times. believe it is partly supported at the expense of the tax- 
payer might be expected to welcome the proposal to let 
it pay its own way by going into the private money 
market with revenue bonds. They do not seem to agree; 
we scarcely know why.” 


® 


Cuares H. Percy “The businessman should not . . . participate in 
President, Bell & Howell politics as a businessman, but rather as a citizen. For 
Company. when individuals use political office only to further the 

cause of an interest—whether that interest be business, 

labor, agriculture, or veterans’ benefits, government by 

citizens may become government by pressure groups, 

and the legitimate objectives of democracy are 


subverted.” 
® 


GEORGE ROMNEY “The real issue is not local working conditions or 
President, American Motors inflation, important as these issues are. The real issue 
Corporation. is America’s survival. The basic problem lies in anti- 
quated labor and antitrust laws that are in conflict and 
that encourage aggregation of power that permits a 
handful of men to pull the switch on the entire U. S. 
economy. In the present status of world affairs, this is 
a situation we can no longer afford.” 


» 


Barry GOLDWATER “The natural function of a trade union and the one 

U. S. Senator from Arizona. for which it was historically conceived is to represent 
those employees who want collective representation in 

bargaining with their employers over terms of emp!y- 

ment. But note that this function is perverted the ‘0- 

ment a union claims the right to represent employces 

who do not want representation, or conducts activi'ies 

that have nothing to do with terms of employment (‘or 

example, political activities), or tries to deal with an in- 

dustry as a whole instead of with individual employers.” 
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A fast-reading, weekly letter 





from Washington, devoted 





to developments in the Na- 






tion's Capital and state news 





of national significance af- 
fecting Public Utilities. 





Dependable forecasts of 
what lies ahead in the utility 
field. 









Annual Subscription $50 


Public Utilities Reports, Inc. 





332 Pennsylvania Bldg. 
Washington 4, D. C. 


























Problem Solving 






The consultant’s job is to help solve the 
unusual problem, often the one you could 
handle yourself, if you just had the time. 


If you have a specific problem you would 
like to discuss with the appropriate specialist 
on our 750-man staff, we would welcome the 
opportunity to talk with you. 


Some of our specialized consulting areas 
include: 


* Accounting 
* Advertising 
* Consulting and Design Engineering 

* Depreciation 

* Economic Feasibility Studies 

* Electronic Data Processing 

* Financing 

* Gas Supply Problems 

* General Management 

* Industrial Relations 

* Insurance 

* Marketing 

+ Public and Stockholder Relations 
Purchasing, Expediting and Inspection 
* Rates and Other Regulatory Matters 
Utility Operations 


Commonwealth 


SERVICES INC.—ASSOCIATES INC. 


Management and Business Consultants 
Consulting and Design Engineers 


— OFFICES — 


JACKSON, MICHIGAN 


209 E. Washington Ave. 
STate 4-6111 


WASHINGTON 6, D.C. 
1612 K Street, N.W. 
STerling 3-3363 


NEW YORK 22, N.Y. 


300 Park Ave. 
MuUrray Hill 8-1800 


HOUSTON 2, TEXAS 
M & M Building 
CApital 2-9171 





























NEW UTILITY STATIONS, C-E EQUIPPED 


Includes only new stations on 


new sites placed in operation since 
JANUARY 1, 1950. 
LAKE CATHERINE 


HUTCHISON 
YATES 


— Port Everglades 


CONTRA COSTA 
HAWTHORN 


NINEMILE POINT 
EDGE MOOR 
PALATKA 


JOHNSONVILLE 
DANSKAMMER 


BECKJORD 
HIGHGROVE o 
PLANT X GUL (i 


BLACK DOG 
ALBANY 
JOPPA 

MERAMEC 

PORTSMOUTH 

LAKE CREEK 

ETIWANDA 
AURORA 

HENNEPIN 

EASTLAKE 

OAK CREEK 

SUWANNEE RIVER 

URQUHART 

Lai [eh 3 fe) | 

SANDOW 

MULLERGREN 

BARRY 
NORTH OMAHA 
Se fea ge). 
CARBON 

SAGUARO 

MORRO BAY 

VERMILION 

JOHN SEVIER 
COLLIN 

MILLIKEN 

GALLATIN 
BARRETT 

MITCHELL 

SAN BERNARDINO 
YORKTOWN 
GULF COAST 

TUCSON 

PORT WENTWORTH 

W. A. PARISH 
ALLEN 
lel Bi te}) - 

McMEEKIN 


ey 5 The C-E unit shown above—one of two duplicates—is now in service at the 


YUMA AXIS Port Everglades Power Plant of Florida Power & Light Company. Each of 
DICKERSON these units is designed to serve a 240,000-kw turbine-generator operating 

DAN E. KARN at a throttle pressure of 2000 psi with a primary steam temperature of 
socal ion 1005 F, reheated to 1005 F. They are of the controlled-circulation, radiant 
DARLINGTON COUNTY reheat type with divided furnaces. The reheater surface is located 
between the finishing superheater and the primary superheater surface 

in the rear pass. Economizer surface is below the primary superheater 


and regenerative air heaters follow the economizer. The units art oil fired 


Port Everglades 


using C-E Horizontal Type R Burners. 
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With the recent starting-up of the first unit in 
their new Port Everglades Power Plant, Florida 
Power & Light Company has made a noteworthy 
addition to their rapidly expanding power system. 
The new unit, one of two duplicates, is rated at a 
capucity of 240,000 kw, making it the largest in 
the state. 

The new plant is strategically located where 
the robust growth of Florida’s Lower East Coast 
poi:ited up the need for additional power. The 
availability of unlimited water supply and acces- 
sibility to tanker supply of fuel oil made Port 
Ev: rglades a natural choice. The Bechtel Cor- 
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poration is the consulting engineer. 

The addition of these units at Port Everglades 
will bring the total generating capability of the 
Florida Power & Light system to 2,128,000 kilo- 
watts, a fantastic increase of 380% since 1949. 
Such has been the demand of Florida’s phenom- 
enal growth. 

Steam for the new turbine-generator now in 
service, as well as its duplicate now under con- 
struction, is supplied by C-E Controlled Circula- 
tion Boilers, a cross-sectional elevation and brief 
description of which appear on the opposite page. 


ENGINEERING 


YPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR REACTORS; 
MILL EQUIPMENT; PULVERIZERS; FLASH DRYING SYSTEMS; PRESSURE VESSELS; SOIL PIPE 


ORTNIGHTLY 














DEPENDABILITY INVITES INVESTMENT 


Management skills of high order are required to operate a successful utility in th 
times of rising costs. Despite rates fixed by commissions, supplies subject to inflation, and increasing 


‘ mands that tax existing equipment, you must establish a good earnings record. 


These growing demands necessitate system expansion which management m 
finance by issuing securities. Your securities can be underwritten at better rates if your earnings reco 
shows profit and a promise of growth. 

The dependability of your system helps to keep operating costs down, helps 
attract new industry, helps to improve earnings. But no system can be more dependable than its compont 
equipment. 

For over sixty-four years Moloney Transformers have been designed and mat 
factured to the most exacting standards and thus contribute to greater control over system dependabili 


the key to earnings and economy of investment. 
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Sept. 1-2—Southeastern Electric Exchange, 
Personnel Administration Section, will hold 
meeting, Roanoke, Va. 


Sept. 7-8—Edison Electric Institute, Street 
and Highway Lighting Committee, will hold 
meeting, Salem, Mass. 





Sept. 7-8—T Teleph Association 
will hold annual convention, Nashville, 
Tenn. 


Sept. 7-9—American Water Works Associa- 
tion, South Dakota Section, will hold 
annual meeting, Watertown, S. D. 


Sept. 7-9—Association of Illinois Electric Co- 
operatives will hold annual meeting, 
Springfield, Ill. 


Sept. 7-9—Joint Automatic Control Con- 
ference will be held, Massachusetts In- 
stitute of Technology, Cambridge, Mass. 


Sept. 7-9—Northwest Electric Light & Power 
Association will hold annual meeting, Gla- 
cier, Mont. 


Sept. 7-10—Rocky Mountain Electrical League 
will hold annual fall conference, Denver, 
Colo. 


Sept. 9-10—Maryland-District of Columbia 
Utilities Association will hold annual fall 
conference, Virginia Beach, Va. 


Sept. 10-11—American Society of Mechani- 
cal Engineers will hold international air 
pollution congress, New York, N. Y. 


Sept. 10-18—Electrical Living Show will be 
held, New York Coliseum, New York, N. Y. 


Sept. 11-16—IIluminating Engineering Soci- 
ety will hold national technical conference, 
Pittsburgh, Pa. 


Sept. 12-13—Arkansas Telephone Association 
will hold annual convention, Hot Springs, 
Ark. 


Sept. 12-13—Edison Electric Institute, Resi- 
dential Lighting Promotion Committee, will 
hold meeting, Cleveland, Ohio. 


Sept. 12-13—Michigan Telephone Association 
will hold annual convention, Mackinac Is- 
land, Mich. 


Sept. 12-13—-New England Gas Association 
will hold gas utility managers conference, 
Wianno Club, Mass. 


Sept. 12-14—American Gas Association will 
hold accident prevention conference, Min- 
neapolis, Minn. 
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Sept. 12-14—American Water Works Associ- 
ation, Kentucky-Tennessee Section, will 
hold annual meeting, Knoxville, Tenn. 


Sept. 13-15—American Society of Agricul- 
tural Engineers will hold farmstead engi- 
neering conference, University of Illinois, 
Urbana, Ill. 


Sept. 14—Public Information Program, Steer- 
ing Committee, will hold meeting, Tarry- 
town, N. Y. 


Sept. 14-15—Joint Military-Industrial Elec- 
tronic Test Equip t Symposi will be 
held, Chicago, III. 





Sept. 14-15—Northwest Public Power Associ- 
ation, Accounting Section, will hold annual 
meeting, Wenatchee, Wash. 


Sept. 14-16—American Gas Association, 
Operating Section, Committee on Under- 
ground Storage, will hold meeting, Buffalo, 
ee ¥. 


Sept. 14-16—American Water Works Associ- 
ation, New York Section, will hold annual 
meeting, Upper Saranac Lake, N. Y. 





Sept. 14-16—American Water Works Associ- 
ation, Virginia Section, will hold annual 
meeting, Virginia Beach, Va. 








Sept. 14-16—Rocky Mountain Telephone As- 
sociation will hold annual convention, 
Denver, Colo. 


Sept. 15-16—American Gas Association will 
hold textile processing symposium, Greens- 
boro, N. C. 


Sept. 15-16—American Gas Association-Edi- 
son Electric Institute will hold joint account- 
ing division and section organization 
meetings, Pittsburgh, Pa. 


Sept. 15-16—American Society of Mechanical 
Engineers will hold engineering manage- 
ment conference, Chicago, III. 


Sept. 15-17—Municipal Electric Utilities As- 
sociation of New York State will hold 
annual conference, Lake Placid, N. Y. 


Sept. 15-17—Public Utilities Advertising As- 
sociation, Region 5, will hold annual meet- 
ing, Tampa, Fla. 





Sept. 15-17—Public Utilities Association of 
the Virginias will hold annual meeting, 
White Sulphur Springs, W. Va. 































The Echo Satellite before Launching at Canaveral 


Close-up view of the Douglas-built Delta third-stage and 100-foot “Echo” sphere 
container. The inflatable plastic balloon was folded inside. Weight of the 
balloon was about 166 pounds at launching. Sphere inflation took place 
at an altitude of about 1,000 miles. The two halves of the container 
were separated by means of an explosive charge placed around 
the equator of the payload container. (See page 319.) 





Public 
Utilities 


FORTNIGHTLY 


VOLUME 66 


SEPTEMBER 1, 1960 





Can Regulators Be Judges? 


By LOUIS J. HECTOR* 


A number of regulatory commissions, as well as utility industry 
readers, may disagree, but this author sincerely believes that 
regulation could well be handled by a department of the government 
responsible to the President, just as the Departments of Agriculture 
and Defense are handled. The highly complex or judicial aspects, 
he thinks, could be given to a special court to decide. Is it possi- 
ble to separate successfully policy making and adjudication? Such 
a system has worked for federal tax cases with its division of 
duties between the Internal Revenue Service and the Tax Court. 
Should this system be extended to regulation? 


N the early days of regulation, most 
of the effort was spent in hammering 
out the basic principles of government 

control of business in the public interest, 
first in the legislatures of the nation and 
in Congress, and then in the various reg- 
ulatory agencies and the courts. By con- 
trast, our problems today are chiefly 
procedural. There are not so many argu- 
ments now over what regulators are doing 
as over how regulators are doing it. 


*Former member, Civil Aeronautics Board, now 
resident in Miami, Florida. For additional personal 
note, see “Pages with the Editors.” 


At least this is the case in the federal 
government. And the state regulatory 
agencies, it seems to me, must always keep 
a weather eye out for developments in 
Washington. While the concept of the 
multimember, quasi-judicial regulatory 
agency as we know it today originated 
in the states, with the creation of 
the Interstate Commerce Commission in 
1887, the scene shifted to Washington, 
and the major battles over the powers, 
structure, and procedures of regulatory 
bodies have since been fought out there. 
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HIS in no way minimizes the im- 

portance of the state agencies, of 
course. While each of the federal agencies 
is great in scope and power, they are few 
in number; and the sum total of regula- 
tory actions taken by state agencies is of 
just as great impact on our economic and 
social life as that of the agencies in Wash- 
ington. Indeed, some state agencies, such 
as the Superintendent of Insurance in the 
state of New York, exercise power quite 
comparable in every respect to that of a 
major federal regulatory body. 

But the chief battles over the basic prin- 
ciples, both procedural and substantive, 
are being fought out today at the national 
level. For the past four years, the agen- 
cies have been under constant inquiry in 
Washington. The state agencies have so 
far avoided much of the heat of these 
controversies and have been left free to 
continue discharging their duties under 
their accustomed procedures. 

The developments in Washington, how- 
ever, should be of interest. For whatever 
the outcome, there will almost certainly 
be substantial changes of some sort in 
federal regulatory organization and pro- 
cedure; and these changes in the long run 
will inevitably find their way into pro- 
posals for changes in our state regulatory 
agencies. 


Conflicting Regulatory Opinions 


one are almost as many different 

views on the debate over the regula- 
tory agencies in Washington today as 
there are debaters. While this is confus- 
ing, it is probably healthy. It means that 
there is an active, probing search for the 
root causes of our present problems, and a 
far-ranging consideration of alternative 
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solutions. There are many ways of look- 
ing at these matters, and each of them 
may give us some new insight or some 
valuable suggestion for improvement. The 
only participants I am suspicious of are 
those who say either, “Everything is go- 
ing along just fine and there is no need 
to change anything,” or those who say, 
“T know exactly what the problem is and 
I have the solution for it right here.” 

If we can be sure of anything about 
the federal regulatory agencies today, it 
is that they have very serious problems 
indeed and that no one as yet has the 
complete solution to these problems. 


ee I first went to Washington to 
serve on the Civil Aeronautics Board 
about three years ago, my friends made 
two quite different and contradictory pre- 
dictions : 

First, my business friends said, “You 
will be appalled by the inefficiency of the 
regulatory processes—the endless delays, 
the mountainous records, the retrial of 
cases all over again by the agency after 
the examiner has made his decision, the 
endless oral arguments which add little to 
the agency’s knowledge of the case, and, 
finally, the end result of all this time- 
consuming procedure—the prolongation 
of cases so long that many cases are de- 
cided on a record long out of date, and 
the agencies have no way to cope with a 
real emergency.” They told me of one 
case—the General Passenger Fare Inves- 
tigation—which had been started the year 
before, in 1956. “It will be two years be- 
fore a decision comes down in that case,” 
they said, “and this is intolerable. The 
airlines are going into a period of financial 
crisis. They will be in serious trouble if 
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a decision, and an increase in rates, is not 
granted immediately.” 


HEY were wrong in their estimate. It 
is now 1960—four years later—and 
the decision has just come down. And, 
as predicted, the airlines have had seri- 
ous financial problems. Now I person- 
ally do not think that these problems 
are as much the result of the board’s 
failure to come down with a decision in 
this case, as they are the result of thie jet 
conversion and all the financial disruption 
that has entailed, but the delay has made 
of the board a useful scapegoat, and the 
board has been widely criticized as the 
source of the industry’s present troubles. 
Certainly, the delay has not increased 
the agency’s stature; nor to my mind will 
it produce any greater wisdom in the final 
outcome of the case. I think those are 
right who say that such a delay is intoler- 
able. 


. a delay as this must have a reason- 
able cause. Certainly the members of 
the agencies, as I came to know them, 
are responsible, conscientious men who 
work hard to get a job done—and done 
with efficiency and dispatch. The answer 
is then, one naturally assumes, that the 
agencies have become so careful in their 
efforts to give a full hearing of a truly 
judicial character to every litigant before 
them that their procedures have stretched 
to inordinate lengths. The strenuous ef- 
forts of the American Bar Association 
and others in recent years to judicialize 
agency proceedings must have finally 
taken hold, perhaps too much so, with 
the result that procedural formalities have 
been stretched beyond practical bounds. 
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Be the second prediction I heard be- 

fore I went to Washington seemed to 
belie this explanation. My lawyer friends, 
far from being satisfied with the pro- 
cedural improvements accomplished by 
the ABA and various individual agency 
reforms, were, in the late fifties, crying 
perhaps more loudly than ever, that the 
agencies did not give a true judicial hear- 
ing to litigants before them nor respect 
the basic elements of due process. 

Ex parte presentations of fact and 
argument and excessive entertainment 
were far too frequent, they said; and, in 
the several years since, such charges have 
grown ever louder and have been fol- 
lowed by investigations which have not 
added luster to the reputation of the regu- 
latory profession. 


Deficiencies in Making Decisions 


B” this is just a small part of the pic- 

ture. The complaints of the lawyers 
have been far broader than merely of ex 
parte presentations or matters of pro- 
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priety. The records in cases before the 
agencies, it is said, are mever even 
skimmed through, much iess read, by 
those who make the ultimate decisions. 


HE only person who really has any 

idea of the facts in all their complex- 
ity and diversity is the hearing examiner, 
but his decision is seldom final; it is al- 
most always appealed to the commission 
itself. There, briefs are filed and oral 
argument is held, and this is about all the 
members of the agency ever know about 
the case. Yet they feel perfectly free to 
overturn the findings of the examiner and 
reach their own conclusions. 

And after they have done so, even then 
they do not take the trouble to go to the 
record and dig out the facts to support 
their conclusions. This job is turned over 
to a professional opinion-writing staff 
which takes the conclusion of the agency 
members and then works backwards to 
construct an opinion to support it. If 
there are dissenters on the commission, 
the same group may write the dissenting 
opinion as well. This, the lawyers of the 
nation continue to maintain, is not a true 
judicial hearing, despite all the panoply 
of judicial trappings and procedures with 
which it may be surrounded. 

Agency proceedings must be made truly 
judicial, the bar in general feels; and 
there are just as many proposals and 
drafts of new legislation to achieve this 
goal floating around now as there ever 
were. 


Suggestions for Improvement 


HERE are countless detailed proposals 
and gimmicks offered as a cure for 
these problems: longer terms for commis- 
sioners to give them greater security; 
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shorter terms for commissioners so they 
will not become too industry-minded ; life- 
time pensions for commissioners so they 
will not worry about their future; greater 
respect and stature for the hearing ex- 
aminers and their opinions; complete 
court review of both the law and the facts 
in every case; compulsory opinion writing 
by agency heads; bigger staffs; and then 
the perennial suggestion when you cannot 
think of anything else to suggest—a mas- 
sive study of the whole problem that will 
take several years to complete. 


I Do not belittle all these suggestions; I 

have my own pet ideas—compulsory 
commissioner opinion writing, for in- 
stance. But the important thing here is not 
any one specific suggestion, but rather 
the general state of dissatisfaction and 
the general conviction that some profound 
changes must be made to provide more 
truly judicial proceedings. 

When you hear such diametrically 
opposed criticism, you naturally think that 
one set of critics must be wrong; either 
the agencies are neglecting due process in 
their drive for efficiency, or they are pay- 
ing so much attention to procedural due 
process that they are achieving this at the 
expense of getting the job done. The ap- 
palling fact is that both sets of critics 
are right. 


Judicial Treatment Has Limitations 


I HAVE pondered this paradox for a long 
time, and I am by no means sure I 
have any real answer to it. But I think 
that this is at least part of the reason. 
When you try to answer every question 
that comes before you by a full judicial 
hearing, you end up by giving none of the 
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questions that come before you a full 
judicial hearing. 

It is like a man in public office who tries 
to please everybody by agreeing with 
everybody on everything. He usually ends 
up pleasing nobody. 


S° it is with judicial procedure and the 

conduct of regulatory agencies. Life is 
not nearly long enough; we cannot afford 
staffs anywhere big enough; and, in any 
event, even if we could, the stream of our 
economy will not stand still long enough 
to give every person with any remote in- 
terest in every question, no matter how 
small, that comes before every regulatory 
agency, a full judicial hearing. It just 
cannot be done; and if the critics of the 
agencies would all stop and think for just 
a minute, they would realize that it can- 
not be done. Most of the day-by-day 
business of regulation must be handled on 
an ordinary, administrative basis like the 
rest of the business of government. If we 
try to handle every matter that comes be- 
fore an agency with a full-scale trial, we 
will only succeed in setting up a lot of 
mock-judicial procedures which will not 
reaily give a judicial hearing but which 





will succeed in impeding and slowing the 
work of the agency. 


tien regulatory agencies have been 
guilty in a sense of appeasing the 
lawyers. And like everyone who tries to 
silence his critics by appeasement, the 
agencies have ended up weaker, with their 
critics far from satisfied and indeed mak- 
ing more drastic demands than ever. 
The regulatory agencies must never 
give way on the practical fact that the 
great bulk of their work must be handled 
on an informal, administrative basis. The 
bar must be made to see that the effort 
to judicialize everything in regulation is 
doomed to double failure—the failure 
not only to achieve the goal of true 
judicial procedures, but the added failure 
of not getting the regulatory job done ef- 
fectively. 


Single Administrator the Answer? 


A’ here let me say a parenthetical 

word about the multimember agency. 
The concept is clearly on the defensive. 
It is felt increasingly in some quarters 
that a single administrator, like the Fed- 
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eral Aviation Administrator reporting di- 
rectly to the President, can do a better 
job than an independent, bipartisan, 
multimember commission. This is a trend 
of which all those who believe in regula- 
tion by commission should be aware. 

But of course transferring everything 
to a single administrator does not answer 
the due process problem. While it might 
get the job done more efficiently, it would 
raise greater cries than ever from the bar. 

And these cries cannot be dismissed or 
stilled. The bar is right; we do not have 
enough judicial procedure in our agencies. 
We cannot proceed much longer with a 
system where the ultimate deciders of 
critical cases never really see the record. 
It is wrong to decide éases involving very 
substantial private rights on the basis of 
an oral argument and a casual glance 
through a brief. And certainly responsible 
government demands that those who make 
important decisions take a major respon- 
sibility for stating the reasons underlying 
their decisions. These are only some of 
the procedural problems, on which there 
will be ever-increasing pressure from the 


bar. 
A a practical matter there seems to be 
no way to satisfy these criticisms. 
Certainly the members of the average 
regulatory agency cannot take much more 
time from the endless stream of detail 
flowing across their desks to read records 
and briefs and write opinions. There is 
not time enough now even to look at all 
the documents bearing on the work of the 
agency, much less study, analyze, digest, 
and ponder them the way a judge studies 
the documents in a case. And the demands 
on the agencies and the time of the com- 
missioners are growing greater every day. 
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It is quite clear, for instance, that the 
government agencies regulating trans- 
portation are facing new problems of 
competition and co-operation among 
various modes of transportation far more 
complex than we have ever faced before; 
these problems cannot be brushed off any 
longer by resort to the old formula of 
recognizing and preserving to each mode 
of transportation its inherent advantages. 
Some general transportation policy is 
clearly required and this will mean fur- 
ther demands on the agencies. Or look at 
just one agency—the Civil Aeronautics 
Board—and the problems of just one in- 
dustry—the airlines. The transition from 
piston planes to jets has already caused 
serious dislocations within the industry. 


~~ we face the SST, the supersonic 

transport. For reasons of national 
prestige we cannot lag behind. The board 
has recognized this and has urged Con- 
gress to assist in the development of the 
new planes. And yet we all know the re 
sulting economic impact on the industry 
could be disastrous. The agencies must 
squarely face such problems and solve 
them. They cannot undertake more de- 
tailed work; they must get rid of detail. 
They cannot read more records and 
briefs; they must read less about specific 
cases and spend more time on the broad 
problems of the future. And if these 
broad problems are to be solved, they 
must be approached with less formality, 
not more. 

The paradox is critical and deep-rooted. 
Everything which increased judicial proc- 
ess seems to demand flies squarely in 
the face of the practical necessities of 
getting the job done. 
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Is There a Solution? 

We is the way out of this dilemma? 

What is the answer? If there has 
been any measure of general agreement 
in what I have stated thus far, it is here 
that all semblance of agreement ceases. I 
have discussed these problems with many 
devoted, intelligent civil servants and gov- 
ernment officials, college professors and 
scholars, and private citizens. I think it 
fair to say that they all agree there are 
serious problems with the regulatory 
agencies and that we cannot duck those 
problems. There is further a large meas- 
ure of agreement on the nature of the 
problems. 

But when it comes to specific solutions, 
it seems to me that we are sharply divided 
into two groups—those who would make 
extensive procedural changes in the 
agencies as they are today, but leave un- 
changed their basic character as multi- 
member, bipartisan, independent quasi- 
judicial agencies ; and those who would do 
away with the agencies in their present 
form and substitute quite a different 
scheme of regulation. In short, those who 
believe that regulators can be judges, and 
those who feel that the effort of the 
regulators to become judges involves them 
in an insoluble dilemma. I should say 
right off that I belong to the second 
group. 


1Some experienced regulators, such as Anthony 
Arpaia, Alan Boyd, and Earl Kintner, with whom I 
have discussed these matters, disagree with me. And 
their disagreement is not just a belief that we 
Should retain the status quo. If I may presume 
to characterize the position as I understand it, it is 
that the wisdom, and checks and balances derived 
from a multimember group are too valuable to 
give up; that basic economic regulation must be 
conducted by an agency independent of the Presi- 
dent; and that policy making cannot be separated 
from adjudication. This is the classic position in 
support of the independent regulatory agency. 


Why Not a Department of Regulation? 
IX the first place, I cannot see any more 

reason for having transportation 
policy, or communications policy, or 
power policy independent of the Presi- 
dent than I can see for making agricul- 
ture, or public roads, or irrigation, or 
national defense, or the post office, inde- 
pendent of the President. The people elect 
the President ; and Congress by legislation 
gives him the general programs and 
policies to carry out and the necessary 
powers to do so. 

What is so peculiar about the airlines 
or television that makes it necessary to 
isolate them from the general course of 
executive conduct? There is more money 
spent in subsidies and there are determina- 
tions affecting private rights involving 
more money made by the Department of 
Agriculture than in most of the regula- 
tory agencies all put together. But we do 
not think that Agriculture must be inde- 
pendent. A decision by the Department of 
Defense to discontinue one type of missile 
and build another can affect the companies 
involved and the cities where the missiles 
are built far more than putting an air 
route into the city or taking one out. Yet 
no one proposes that we make the de- 
termination of our missile systems inde- 
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pendent of the President. In fact, the 
greatest criticism heard today is that the 
President is not sufficiently active in the 
missile field, not that he should keep his 
hands off of it. 


ip short, I would give these responsibili- 
ties to a single administrator reporting 
to the President, or to an officer of the 
Cabinet, and let him do the job just as 
other governmental jobs are done by the 
executive. It is as simple as that. I think 
that it is actually the result of a series of 
historical accidents that they are not han- 
dled that way today. 

If you once accept this program, the 
details, I am convinced, fall into place 
quite easily. If you do not, of course, the 
difficulties are insuperable. 


Some Problems 

uT the difficulties all boil down to 
two: First, that certain cases are so 
critical, so sharply contested, so produc- 
tive of particularized, intensive pressure 
that the executive cannot handle them; 
they must be put in an independent, multi- 
member agency to avoid intolerable pres- 
sures. Now this may be true in certain 
very critical, sensitive areas, but I think 
this is greatly exaggerated. The executive 
makes hard choices involving substantial 
private interests every day and seems to 
do a tolerably good job. I cannot see, for 
instance, that the selection of TV stations 
or airlines has been handled any better 
than the location of public highways, the 
allocation of federal funds for airports, 

or the selection of missile systems. 


If Congress and public opinion insist, 
however, as they very weil may, such 
questions can be given to a special court 
—free from details, free from policy- 
making responsibilities, free from routine 
administration; free from day-by-day 
contact with the industry. In short, free to 
do a true judicial job on the basis of 
policies and regulations established by the 
executive. 


Separate Policy Makers and Judges 


i is now argued, however, in opposition 
that you cannot separate policy making 
and adjudication. I think the answer is 
that you clearly can. The splendid system 
evolved for our federal tax cases, with its 
division of labor between the Internal 
Revenue Service and the Tax Court, prove 
that it can be done. The question is, rather, 
why not extend this system which works 
so well to other areas of government? 

But my particular solution is not im- 
portant. The important thing is to ap- 
preciate the nature and the urgency of 
the problems. 

The job of government regulation of 
our economy today is critical to the 
preservation of our economic health and 
thereby of our freedom. We cannot en- 
trust this job to procedures which do not 
work, 

Federal and state commissioners alike 
must not become bogged down in a mere 
defense of the status quo. With their 
wealth of experience, they have a valu- 
able contribution to make in the present 
critical review of the regulatory agencies 
and their procedures. 
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HE world may or may not be faced 
with the problem of an exploding 
population, but here in the United 
States most utilities have to cope with 
the problem of bursting at the seams, By 
that we mean that ever since the end of 
World War II most utilities have had 
to expand their distribution facilities into 
hitherto unserved areas at an ever-increas- 
ing clip. This has been especially true of 
utilities whose service areas are bounded 
by thinly populated rural territory. Sub- 
urbia and exurbia, as well as many in- 
dustries, are invading these thinly popu- 
lated areas, with corresponding expan- 
sions of distribution system into these 
territories. Not only that, but as suburbia 
expands, increased demands for service 
into the remaining rural territory have 
to be satisfied. 
Under these conditions, the effect of 


*Vice president and assistant rate engineer, re- 
spectively, California Electric Power Company, 
San Bernardino, California. For additional per- 
sonal note, see “Pages with the Editors.” 


Can Be Profitable 


By G. C. DELVAILLE* and 
ARTHUR D. BALDWIN* 


A case study of one utility resulted in some 
interesting figures on line extensions which 
merit consideration. Some slightly different 
results and conclusions might obtain for other 
utilities. However, it would seem that a low 
return on "lean" electric line extensions to 
new customers need not depress the total sys- 
tem return. 


this rapid expansion of a distribution sys- 
tem may or may not affect a utility’s over- 
all rate of return. This is especially true 
of utilities where the extension of dis- 
tribution facilities has to be made under 
rules on file with state regulatory com- 
missions. These rules, in most instances, 
are based on principles promulgated long 
before the present rapid expansion took 
place. Under these conditions, it pays to 
reappraise the operation of these rules. 


M° specifically, a utility must ob- 
tain answers to some of the fol- 
lowing questions: 


(a) How does the annual rate of re- 
turn earned on all the new business 
combined compare with that earned by 
the utility on all of its operations? 

(b) What is the annual rate of re- 
turn earned on various classes of new 
business, such as new business requir- 
ing long extensions, new business re- 
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quiring advances in aid of construction 
from the prospective customer, and 
new business consisting of extensions 
built to serve subdivisions? 

(c) Can the returns earned on vari- 
ous classes of new business be modi- 
fied to any degree by changes in the ex- 
tension rule? 

(d) Would changes in the rate of 
return earned on various classes of new 
business have any appreciable effect on 
the overall rate of return earned by 
the utility? 

(e) Would a more restrictive exten- 
sion rule stifle the growth of the utility 
and hence adversely affect not only the 
utility but also the economic welfare 
of the territory it serves and eventually 
that of its customers? 

(f) Can a utility’s customer density 
(measured in terms of customers per 
mile of distribution line) be affected 
to any degree by modifications of its 
extension rule? 


— to these questions are especial- 

ly needed where the utility’s exten- 
sion rule is based on average conditions 
and only indirectly related to actual con- 
struction cost and to the revenue derived 
from new business. This is especially true 
in California, where electric utilities ex- 


3d 


tend their lines under a filed rule known as 
the “footage rule.” An abbreviated sample 
of such a rule is shown below. 

The rule also contains, among other 
things, certain provisions for the refund 
of advances. 


pence such a rule will continue to 

operate properly only in so far as the 
conditions which form the basis for its 
design continue to prevail. Thus, if dis- 
tribution line construction costs increase, 
the amount of advance for lines in excess 
of the free footage becomes inadequate 
and the free length allowance becomes 
greater than justifiable. This will result 
in a decrease in the return derived from 
new business. The same thing will hap- 
pen if the general composition of the 
new business connected during a given 
period differs greatly from that which 
formed the basis under which the rule 
was established. Such a rule is established 
in the expectation that during a given 
period (usually one year), the utility will 
connect new business composed of specific 
amounts of each class of business (do- 
mestic, commercial, etc. ). 

Furthermore, it is also expected that 
a specific portion of this new business will 
be added on lines of length within the 
free footage allowed under the rule, while 


The company will construct, without cost to applicants, except as hereinafter 
provided, the following lengths of line of 12 kilovolts or less: 


(a) Permanent Domestic Service 


For each lighting applicant 
For each refrigerator installation 


Free Lengths 


For each electric range, 6 kilowatts or more 


For each automatic electric storage-type water heater, per kilowatt 


100 feet 


Extension of lines of lengths greater than specified above, will be con- 
structed, owned, and maintained by the company, provided the applicant or 
applicants for service deposit with the company in advance of construction 
40 cents for each foot of line extension in excess of the free extension 
lengths specified above. 
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another specific portion will be added on 
lines in excess of the free footage and 
hence requiring advances. If there are 
serious actual deviations from the original 
composition of new business, either as to 
proportion of various lengths of line ex- 
tension or proportion of each class of 
business upon which the rule was estab- 
lished, then the actual return earned from 
new business will not be that which was 
anticipated. Hence, it is evident that a 
company extending its distribution lines 
under this type of extension rule should 
periodically reappraise its operation. 


What One Utility Learned 


i utility operating under a so-called 
“footage rule’ did make such a 
check. The check was made after the rule 
had been in operation for twelve years. 
It consisted of determining the rate of re- 
turn earned during arecent twelve months’ 
period for various types of new business. 
(See table below. ) 

While categories 1 through 5 in the 
table below are self-explanatory, category 
No. 6 needs further explanation. It cov- 
_ers new business added by existing cus- 
tomers, which new business did not come 
to the attention of the utility because 
the customers were able to receive serv- 
ice for this new business over existing 
facilities. Of course, eventually this type 


Category of New Business 


e 


of new business, together with other types 
of new business, makes it necessary to 
reinforce existing distribution facilities 
by means of raising distribution voltage, 
increasing conductor size, increasing the 
size and number or transformers, etc. 
This type of increase in plant is duly 
reflected in all of the returns. 


|. discussing the results, an ex- 
planation of the method used in arriv- 
ing at them may be of interest. The dol- 
lars of plant in service, number of cus- 
tomers’ kilowatt-hour consumption and 
revenue used in determining the returns 
of categories 1 through 5, were assigned 
directly to these categories. This was pos- 
sible because the utility keeps rather de- 
tailed records of all work orders covering 
all new business additions except in the 
case of category 6. Where possible, ac- 
tual values of plant, number of customers, 
etc., were used. However, kilowatt-hour 
consumption and revenue had to be calcu- 
lated by using the appliance and equip- 
ment additions shown in the work order 
records and multiplying these by known 
system-wide average kilowatt-hour con- 
sumption and revenue. 

Beside the new business connected dur- 
ing any given period by means of addi- 
tional facilities as described here, there 
was also new business connected by exist- 


Per Cent 
Rate of Return 


1. Extension requiring advances in aid of construction 

2. Long-line extensions not requiring advances 

3. Short-line extensions not requiring advances 

4. Extensions into subdivision (high-density extensions) .... 

5. New business connected by installation of service drops and 
meters, and, in certain cases, transformers 

6. Load added by existing customers which did not require 


the immediate installation of additional service facilities 
7. Rate of return earned on all new business 


8. Rate of return on total operations 


299 


7.46 
6.11 
6.06 
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ing customers (category 6) which, as has 
been stated, required no additional fa- 
cilities and therefore of which the utility 
was unaware except as it reflected itself in 
an increase in sales. 


- became obvious at this point that the 

analysis of category 6 must be ap- 
proached from both ends. That is to say, 
an analysis of the business increases, as 
recorded in the books, must be made on 
one end of the study while at the other 
end an analysis of the work orders, which 
installed the new business in each category 
of new business, must be made to show 
how the various categories of new busi- 
ness participate in the overall increases. 
This is doubly true. because a large 
amount of business increase is the addi- 
tion of electric equipment by existing 
customers, which additions do not require 
changes in plant facilities and, hence, do 
not require a work order. The only way 
to calculate this business increase is to sub- 
tract the business added on work orders 
from the total business increase. The 
quantity of business resulting from this 
calculation is referred to in this study 
as the business category of “others.” This 
method of calculation automatically as- 
signed capital expenditures to the cate- 
gory of “others” which are definitely re- 
lated to this category as well as the capi- 
tal expenditure for various reinforce- 
ments and improvements which are not 
definitely related to service for a given 
category of new business. These latter 
expenditures were spread to the various 
categories on an annual kilowatt-hour 
sales basis. 

Annual operating expense and ad va- 
lorem taxes were spread to the various 
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categories by one or more allocation fac- 
tor in accordance with the natural rela- 
tionship. 

For example, customer accounting 
and collecting expense was spread on the 
basis of number of customers with an 
additional adjustment for customer 
density. 

After all of the above assignments and 
allocations were performed, the return 
for each category of new business and for 
the total operation were calculated, with 
income taxes calculated to fit the net in- 
come available. From this the rate of re- 
turn was determined. 


What Rates of Return Indicate 
wn very interesting conclusions can be 

drawn from the rates of return shown 
in the table. In the first place, it should 
be noted that the rate of return earned 
on the total of all new business during 
the period under study was higher than 
the rate of return earned by the utility 
on its entire operations during the same 
period. 

We can therefore conclude that a 
utility can earn a very low return on cer- 
tain categories of new business and still 
leave its overall return for the utility as 
a whole at a constant level or even at a 
higher level. This is because the low re- 
turn on certain categories is offset by ex- 
tremely high returns earned on other cate- 
gories of new business as, for instance, 
in the case of new business requiring no 
extension, or of business added by existing 
customers. Conceivably, under certain 
conditions a utility could have an exten- 
sion rule based on a rate of return lower 
than the rate of return earned on its over- 
all operation and still not be adversely 
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affected returnwise by the operation of 
this rule. 


ome conclusion which we can draw 

from the figures in the above table is 
that an extension rule can be very liberal 
even to a point of allowing the utility to 
serve new business requiring long exten- 
sions at no return or even at a loss with- 
out adversely affecting the overall re- 
turn earned by the utility. Within rea- 
sonable limits, such a policy is correct be- 
cause it enables the utility to keep up 
with the growth of its service area and 
this, of course, eventually redounds to the 
benefit of the utility as a whole and to 
the benefit of the area it serves since it 
helps it to grow and to expand its econo- 
my. If a utility has a very restrictive ex- 
tension rule of policy—that is, one which 
requires the customer to advance a large 
sum of money—then the growth of the 
territory it serves will be impaired. Isolated 
customers, subdividers, and industries will 
not go ahead with construction because 
of the large deposits required to obtain 
electric service. This can eventually re- 
tard the economy of an entire area and, 
hence, adversely affect the existing cus- 
tomers of the utility. 





Low Return New Business Can Pay Off 


i is important to note that categories 

of new business which may be served 
initially at low return (or for that matter, 
at an actual loss) will eventually earn a 
return as high and in some cases higher 
than the average return of the utility. 
This is true of many long extensions re- 
quiring deposits, long extensions requir- 
ing no deposits, or extensions having a 
low customer density (that is, having a 
small number of customers per mile per 
line). As the urban portion of a utility’s 
territory creeps into the rural area, more 
customers come on these lines and the 
return derived from them increases ac- 
cordingly. Not only that, but there also 
is an increase in the load of the customer 
for whom these extensions are originally 
built. These customers add new appliances 
over the years and this also operates to 
increase the return derived from such ex- 
tensions. 

Return on distribution systems is some- 
times measured by the ratio of the cost 
of the extension to the annual revenue 
derived from it. Admittedly, this is a 
crude measure of return, but it does offer 
a rather accurate indication of growth 
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in return. Studies along this line made by 
one utility reveal the following growth 
in cost to annual revenue ratio on various 
long extensions in its rural territories. 
Some results of this study indicate the 
trend in return: 


Cost to Annual Cost to Annual 

Revenue Ratio Revenue Ratio 
When At End of 

Extension Built Time Interval Time Interval 


8.3 to 1 10 yrs. & 4 mos. 2 tol 
6.1 to 1 11 yrs. & 1 mo. 3.1 to 1 
5.8 to 1 10 yrs. & 9 mos. 2.6 to 1 


It is obvious from the above that the 
return on long extensions can and does 
improve over the years. The same thing 
is true of extensions to serve subdivisions. 
There again, over the years the customers 
add new loads and this improves the re- 
turn derived from service to these sub- 
divisions. Furthermore, initially not all 
houses built in a subdivision are sold. To 
sell them all takes some time, but eventual- 
ly they all sell and this again results in an 
improvement of return. 


Some Angles on Short Extensions 


‘Om rather surprising conclusion de- 

rived from this study is that short 
extensions do not produce a high return. 
These extensions are generally of less 
than 3-span length each. Because the length 
of short extensions per work order is less 
than the high-density long extensions, long 
extensions construction economies are not 
realized. Generally speaking, a certain 
amount of reconstruction is required at the 
take-off point of any extension. Since 
these work orders are small in total cost, 
there are strong indications that recon- 
struction cost makes up a larger portion of 
the total cost of each extension than in 
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the case of the larger jobs, such as sub- 
division extensions. 

Also, many of these short extensions 
are made in the suburbs where new busi- 
ness is assured in the near future. The 
utility often intersets poles or relocates 
poles on newly established property lines 
or makes other provisions in its effort to 
be prepared for this future business. 
Hence, the relatively high cost of these 
high-density extensions is to some degree 
attributed to future customers. While the 
additional cost of preparing for future 
business temporarily depresses return on 
this category, the economies of doing this 
work while the crews are on the job is 
reflected in the high return shown for 
connections of new business without line 
extensions. 


Average Cost Need Not Be Extension 
Policy 
ig has been held by some that an exten- 
sion rule of policy should be based 
on the average return earned by the util- 
ity on all of its operations and that the 
costs on which such a rule of policy are 
based must be average costs. This view 
is held on the ground that any other basis 
would discriminate against existing cus- 
tomers. We do not believe this needs to 
be the case. 

Existing customers cannot complain of 
discrimination as long as the return of 
the utility as a whole remains unchanged. 
It is true that if a utility had connected 
no new business whatsoever, except that 
added to existing customer lines by cus- 
tomers already served or by new custom- 
ers who can be connected solely by means 
of service drops and meters, the rate of 
return of the utility as a whole might have 
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climbed to the point where a rate reduc- 
tion would have been indicated. Such a 
policy would have been absurd since it 
would have stifled the whole economy of 
its territory and, therefore, worked 
against the interest of most existing cus- 
tomers. 


[* any event, it would be very difficult, 
in our opinion, to claim that an exten- 
sion rule was discriminatory because cer- 
tain customers connected under that rule 
produce less than the average return 
earned by the utility as a whole. In Cali- 
fornia, discrimination is covered by § 453 
of the Public Utilities Code. This section 
reads : 


No public utility shall, as to rates, 
charges, service, facilities, or in any 
other respect, make or grant any pref- 
erence or advantage to any corporation 
or person or subject any corporation or 
person to any prejudice or disadvan- 
tage. No public utility shall establish 
or maintain any unreasonable difference 
as to rates, charges, service, facilities, 
or in any other respect, either as be- 
tween localities or as between classes 
of service. The commission may de- 
termine any question of fact arising 
under this section. 


[ will be noted that the question of dis- 
crimination hangs on the granting of 
preference or the maintaining of unrea- 
sonable differences in rates, charges, etc. 
Preference is defined as “the estimation of 
one thing or person over another” but we 
think that in the case of discrimination as 
affecting public utilities, the word “pref- 
erence” cannot be disassociated from the 
word “unreasonable” which follows in the 
next sentence in the code. If it were not 
so, the entire rate structure and many of 
the practices of all regulated utilities 
would be illegal because it can always 
be shown that in the light of one yard- 
stick or another, certain classes of cus- 
tomers and certain customers within a 
given class are preferred over other 
classes of customers. In our opinion, 
what the code is speaking about is an 
unreasonable preference, a preference 
without foundation, without reason, or, 
again, an unreasonably large difference. 
In other words, it is not expected that 
every class of electric service carns the 
same return for the utility. Similarly, it 
cannot be expected that every class of 
new business earns the same return for 
the utility, and as long as the return 
earned for the utility by all of the new 
business connected taken as a group is 
equal or higher than the return earned 
by the utility as a whole, then no dis- 
crimination exists. This is particularly 
true where the differences in return, as 
among the various classes of new busi- 
ness, are not unreasonable differences. 


Thoughts on “Footage Basis” 


CO’ course, some instances of discrimi- 
nation can creep into the design of 
the so-called “footage basis” extension 
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rule. This 1s particularly true in the de- 
termination of the cost per foot of line. 
The cost per foot of line is an important 
figure, not only because it enters in the 
calculation of the advances to be made by 
customers requiring lines in excess of the 
free lengths but because it also enters in 
the determination of the size of these 
so-called free lengths. 


C is certainly discriminatory to deter- 
mine this cost per foot on the average 
cost per foot for distribution line for the 
entire distribution line construction dur- 
ing a given period. Generally speaking, 
lines involving the application of the ex- 
tension rule or the collection of a deposit 
are constructed outside urban areas; that 
is, in rural territories. In rural territories, 
line construction is relatively cheap; long 
spans can be used, shorter poles are re- 
quired, there are fewer angle poles, rack 
construction may be employed, and, gen- 
erally speaking, conditions are such that 
lines can be put up faster than in urban 
areas. 


HEREFORE, if in the extension rule the 

average cost of line per foot includes 
lines constructed in urban areas, the pro- 
spective customers involved in the applica- 
tion of the extension rule are made to pay 
costs higher than those actually encoun- 
tered to serve them. Our own study re- 
veals that the average cost of line con- 
structed in rural territories is only 60 
per cent of the average cost for all dis- 
tribution lines. Had the extension rule 
been based on the average cost, there 
would have been collected from many 
prospective customers, deposits which 
would have been in excess of the entire 
cost of the line. 
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Some Auxiliary Results of Study 


NE interesting by-product of this 
study is that the returns shown in 
the table above are not materially affected 
by changes in an extension rule of policy 
as long as these changes are kept within 
realistic limits. Doubling the advance re- 
quired per foot of line in excess of the 
free footage would have only increased 
the return on new business from 6.11 per 
cent to 6.24 per cent. This on the assump- 
tion that the customers would have still 
been willing to pay the increased advances, 
Based on an estimate of the number of 
prospective customers that might refuse 
to pay the increased advances and thus 
do without electric service, the rate of 
return derived from new business can 
then be again estimated and this results 
in a figure of 6.37 per cent. 

However, the increase from 6.11 per 
cent to 6.37 per cent, when reflected in 
the operation of the utility as a whole, is 
watered down to such an extent that the 
overall rate of return earned by the util- 
ity would hardly have been affected. As 
against this slight increase in rate of re- 
turn, we would have the fact that the de- 
velopment and growth of the utility would 
have been seriously stifled by requiring 
these larger line extension deposits. 


. anny interesting by-product of this 
study is the effect of a utility’s ex- 
tension rule of policy on its customer 
density. By customer density we mean 
the number of customers per mile of dis- 
tribution line. If a utility makes its ex- 
tension policy more restrictive, as long 
as these restrictions are kept within rea- 
sonable bounds, very little improvement 
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is produced thereby in the customer 
density. By reasonable bounds we mean 
such things as doubling the cost per foot 
of line in excess of the free footage or 
decreasing the free footage for various 
appliances by say 50 per cent; thus, in- 
creasing the advance per foot of line in 
excess of the free footage by 60 per cent 
would have caused some customers to do 
without electric service and fewer long 
lines to be built, but this would have re- 
sulted in an increase in the overall custom- 
er system density of only .076 customers 
per mile of line. We are thus forced to 
conclude that a utility’s customer density 


is determined much more by inherent fea- 
tures of the territory it serves than by its 
extension rule of policy. 


bien figures which form the basis of 
this article and the conclusions it con- 
tains are those derived from the operation 
of one utility. Other utilities might arrive 
at slightly different results and slightly 
different conclusions. Nevertheless, and in 
spite of the lengthy statistical work that 
this involves, the present rapid expansion 
of most utilities’ distribution systems 
makes this type of investigation well 
worth while and timely. 





Public Utilities Industry 


11 A REVIEW of the economic outlook for the public utility indus- 
try for the year 1960 . . . suggests that the predictions then 
made are in prospect of realization. 

"An increase of about four million telephones in service during 
the year 1960 is still the expectation. Capital expenditures by the 
telephone industry are likely to be somewhat in excess of $2.8 billion. 

"The increase in output by the electric utility industry to date in 
1960 has been approximately 7.7 per cent over the same period of 
1959, which would indicate that the annual increase may be some- 
what in excess of the earlier prediction of 7 per cent. Weather con- 
ditions during the summer could have a bearing on the final result. 
Construction expenditures by investor-owned electric utilities will be 
about $3.5 billion for the year. 

"The current estimate of the volume of gas sales in 1960 is about 
93 billion therms, which is somewhat higher than the earlier estimate 
of 91 billion therms. Construction expenditures for the year will be 
approximately $2 billion, of which $1.2 billion will be spent in the 
second half of the year. 

"Thus, these three segments of the public utility industry are in 
prospect of maintaining growth trends of the recent past, and our 
midyear review suggests that 1960 should be a relatively good year 
for each of these segments.” 

—ESKIL |. BJORK, 
Chairman, Peoples Gas Light and 
Coke Company. 
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Nuclear Energy’s Growing Pains— 
Practical Problems Ahead 


By JOHN E. GRAY* 


Some substantial programs of research and development have been carried 
out in the field of nuclear energy. Much progress has been made in acquiring 
technical data and operating know-how. But much lies ahead before nuclear 
generation methods become of age. Such problems as economic life of 
equipment, nuclear fuel and other cost factors, disposal of radioactive wastes, 
safety standards, and which concepts of nuclear plants to concentrate on, all 
must be worked out. Finally, the question must be further resolved as to exactly 
what réle electric utiilties should play in developing nuclear power. 


HE development of nuclear energy is 

something like the development of 

children. Like some children, nuclear 
energy has had a great deal of promise 
from the outset, with the expectation that 
it would, at an appropriate time, take a 
place of ever-increasing importance in the 
energy-producing community. 

Now, expectations such as these are 
valid and vital, providing much of the im- 
petus which is required for the accomplish- 
ment of the substantial and significant 


*President, Nuclear Utility Services, Inc. Wash- 
ington, D. C. For additional personal note, see 
“Pages with the Editors.” 
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goals involved. However, expectations for 
both children and nuclear energy require 
careful development if they are to be ac- 
complished. Also, for both, the results are 
a long time in becoming evident. For chil- 
dren the hoped-for ultimate results include 
maturity, industry, character, intelligence, 
wisdom, and wit. For nuclear energy the 
hoped-for ultimate results include the eco- 
nomic and safe utilization of nuclear fuels. 
For both, it takes a lot of evidence to de- 
termine that the results match the expec- 
tations, or to explain the differences. 
During their developmental stage, chil- 
dren obviously have a long way to go be- 
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NUCLEAR ENERGY’S GROWING PAINS—PRACTICAL PROBLEMS AHEAD 


fore they prove themselves as responsible 
adults. Nuclear energy still has a long way 
to go before proving itself economic. Both 
need freedom as well as regulation and 
guidance in order to develop properly. 
Both are in the growing pain stage with 
many practical problems ahead. 


W™ of the practical problems in nu- 
clear power development? 

When queried, one of my associates re- 
sponded, “Money is the first, being re- 
quired to solve all of the other practical 
problems.” The Atomic Energy Commis- 
sion’s ten-year program and its require- 
ment for $1.8 billion for research and 
development and the construction of pro- 
totype plants vividly substantiates this 
contention. The requirement for large 
sums of money for research and develop- 
ment indicates the existence of large 
problems. However, very large sums have 
already been spent on nuclear power de- 
velopment, and before looking ahead it is 
proper to ask, ‘What have we gotten for 
the money spent to date—or where do we 
stand?” 


Results to Date 


6 ei small plants have been put in 
operation—Vallecitos, with a rating 
of 5,000 electrical kilowatts, late in 1957, 
and Santa Susanna, with a rating of 5,000 
electrical kilowatts, in mid-1957. The Sax- 
ton plant, with a rating of 5,000 electrical 
kilowatts, is now being constructed. 

Two large plants—Shippingport and 
Dresden—have already been put in opera- 
tion, Shippingport late in 1957 and Dres- 
den earlier this year. Another large plant, 
Yankee, is now being put in operation. 
Several large- and medium-size plants are 
either nearing completion, being built, or 


firmly planned. These include Indian 
Point, Enrico Fermi, Pathfinder, Elk 
River, Hallam, Humboldt Bay, Peach 
Bottom, Parr Shoals, and Big Rock Point. 
The Southern California Edison Com- 
pany is now negotiating the purchase of 
the largest nuclear power plant yet planned 
for this country—a 360,000 electrical kilo- 
watt plant, as yet unnamed. Also, recently 
the AEC announced that a 50,000 net elec- 
trical kilowatt plant would be built in Los 
Angeles. 

The Atomic Energy Commission, 
manufacturers, and the investor-owned 
utility companies have each contributed 
substantially to the technical development 
work underlying this entire program. The 
construction, operations, and fuel expense 
of the program are being financed pre- 
dominantly by the investor-owned utility 
companies, Shippingport is jointly owned 
by the Duquesne Light Company and the 
AEC, who share the operations and fuel 
expense in accord with their contract. Co- 
operative or public power groups are 
financing the Elk River, Hallam, and Los 
Angeles projects. In some instances, addi- 
tional assistance is provided by the AEC 
in the form of waiver of nuclear fuel “use 
charges.” 


_ results has this very substantial 
program produced to date? 

As you realize, a major component in 
computing electrical energy costs is the 
fixed charges on capital investment. There 
has been a very marked and encouraging 
reduction in the cost of an installed kilo- 
watt of capacity—both actual and antici- 
pated. The capital cost reduction trend is 
illustrated by figures for Shippingport of 
$1,250 per kilowatt; Indian Point esti- 
mated at $360 per kilowatt (for combined 
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nuclear and conventional) ; Yankee esti- 
mated at $370 per kilowatt ; and Southern 
California Edison’s 360,000-kilowatt 
plant, estimated at $194 per kilowatt. Of 
these figures, that for Shippingport can 
be considered firm, that for Yankee rea- 
sonably firm, and those for Indian Point 
and Southern California Edison’s plant 
sufficiently good to validate the premise 
that capital costs per installed kilowatt of 
capacity are coming down to promising 
levels. 

The sensitivity of cost per installed 
kilowatt figures to increased plant capacity 
is well known and has a most important 
bearing. However, increased technical 
sophistication, confidence based on accu- 
mulated experience, and just plain better 
understanding of how to design and con- 
struct nuclear power plants, have contrib- 
uted significantly to the realization of the 
reduced costs. 

A most significant result of the nuclear 
power plant construction program to date 
is the recent development of the trend to- 
ward firm price proposals for nuclear 
power plants at prices which may be con- 
sidered attractive—their long-range eco- 
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nomic competitiveness being a function of 
operation, maintenance, and fuel costs. 


Some Accomplishments 


~ other results can we identify? 
The two small plants already in op- 
eration—Santa Susanna and Vallecitos— 
have produced valuable information on 
the operating characteristics of sodium- 
cooled graphite and boiling water-type re- 
actors, respectively. The Santa Susanna 
experiences included one of the most 
dreaded of all—nuclear fuel melt down 
and subsequent gross contamination of the 
sodium and systems in contact with it. The 
consequences of such a failure ina large re- 
actor are grave in terms of damage to the 
fuel itself, creation of a severe mainte- 
nance problem, and a probable consequen- 
tial loss of the use of the plant, which 
would impose economic penalties of sub- 
stantial magnitude. However, since each 
of these two small plants has been used as 
a flexible development tool rather than be- 
ing a prototype power station, the results 
can be considered useful only to a limited 
extent in identifying the problems, or in 
establishing the technical and cost factors 
associated with long-term operation of 
large nuclear power plants. 

The second of the two large plants— 
Commonwealth Edison’s Dresden station, 
—was put into operation in April of this 
year, following the correction of malfunc- 
tioning control rod drives and fuel ele- 
ment cladding defects found after it had 
been “buttoned up” in the fall of 1959. 
Dresden has been operated at full power 
for only a short time, and until it has been 
for a sustained period, the results of its 
operation will be of limited, albeit signifi- 
cant, value. 
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What Has Happened at Shippingport 


O* the large plants, only Shippingport 
has been operated at its rated ca- 
pacity for a long period of time, producing 
the first substantial body of empirical op- 
erating and associated technical data. 

Development and design of the nuclear 
portion of what was to become the Ship- 
pingport atomic power station were begun 
in 1953. Construction began in March, 
1955, and in December, 1957, the reactor 
first went critical, the generator was syn- 
chronized, and the station operated at full 
design capacity of 60,000 net electrical 
kilowatts. 

Favorable results of Shippingport op- 
erations have included: the satisfactory 
performance of Shippingport as a generat- 
ing plant, excellent fuel element and core 
performance, good operational character- 
istics of the reactor systems, control of 
personnel radiation exposures, and low 
amounts of radioactivity in wastes gen- 
erated and ability to dispose of the wastes 
within permit tolerances. 

Difficulties have been evidenced by the 
extent of the “normal” maintenance load 
on the nuclear systems, and the failure of 
three primary coolant pumps, several 
tubes in one of the steam generators, and 
the moisture separator and governor 
valves in the turbine. However, each of 
these failures has been corrected, with the 
exception of the “normal’’ maintenance 
load, which shows every sign of continu- 
ing at a higher than anticipated level. 


t 

tne purpose of the Shippingport proj- 
ect has been from the outset the de- 
velopment of reactor technology. Long 
core life, reliable fuel elements, signifi- 
cant amounts of power from natural 


uranium, extensive core and plant instru- 
mentation, permissible operation of the 
plant with failed elements, means of de- 
tecting failed fuel elements, and the re- 
moval of each through the pressure vessel 
head—all these were objectives that were 
established early in the project and were 
successfully accomplished. 

As a complete power plant Shipping- 
port has demonstrated that it has the op- 
erating characteristics necessary for it to 
be integrated into a large utility’s gen- 
erating system. The reactor has demon- 
strated its ability to produce at design 
power output on a sustained basis and to 
respond readily to load transients. The 
plant has shown itself to be suitable for 
operation as a base load station or a peak 
load station, or as a combination of both. 

In the field of fuel technology, Ship- 
pingport was responsible for the develop- 
ment of uranium oxide as a fuel material 
for large power reactors. In view of its 
widespread application, this is a major con- 
tribution in the field of reactor fuel mate- 


rials. 


HIPPINGPORT was instrumental in estab- 
lishing suppliers for the manufacture 

of primary coolant components of a size, 
capacity, and complexity much greater 
than were available at the time the project 
was initiated. This required that many in- 
dustrial concerns build up their engineer- 
ing and quality control staffs, expand their 
manufacturing facilities, develop new 
manufacturing and inspection techniques, 
and learn the special problems connected 
with the welding and fabrication of vari- 
ous types of stainless steels. As a result of 
this pioneering work, industrial suppliers 
are now available and have supplied pri- 
mary nuclear components for water-cooled 
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reactors of sizes and capacity still larger 
than those that were built for Shipping- 
port. 

Since Shippingport was placed in op- 
eration, a planned program of operational 
performance testing of the plant has been 
followed. Verification of reactor physics 
calculational models, heat transfer and 
hydraulic calculations, demonstration of 
plant stability, demonstration of the re- 
sponse to load changes, component reli- 
ability, long-term effects such as corrosion 
build up and radiation level build up—all 
have been measured at Shippingport. In 
addition to technical data acquired, ex- 
perience has been gained in staffing and 
training an organization required by an 
operating utility to handle maintenance, 
repair, and refueling operations. 


I SUMMARIZE the growing pains repre- 

sented by the Shippingport project as 
being those of any developmental project 
of great magnitude: the need to create the 
concepts, technology, methods, supply 
sources, trained organizations, and multi- 
tude of capacities—and still meet a sched- 
ule. 

I summarize the result of the Shipping- 
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port project as the very substantial broad- 
ening of the technological and industrial 
base required for further advances in nu- 
clear power. A continuing result is the out- 
pouring of cost, operating, and test data, 
and experiences which only sustained use 
of a plant can provide and which are vitally 
needed for the ultimate determination of 
where nuclear power fits, on an economic 
basis. 


What Is Ahead ?P 


N: what of the practical problems 
ahead? Recall the goal—economic 
nuclear power. Recall also the reduced cap- 
ital costs per installed kilowatt. Does this 
mean that capital costs are being reduced 
to a satisfactory level? We do not know. 
Assumptions regarding the economic 
life of the reactor system’s equipment must 
be verified by long-term exposure to high 
intensity radiation and by evidence that 
radioactive contamination, and subsequent 
maintenance difficulties, do not fore- 
shorten the economic life of the equip- 
ment. Also, operations and maintenance 
and fuel costs are yet to be established on 
the rigorous basis of experience which 
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provides firm unassailable confirmation 
that we are dealing with known repro- 
ducible costs. Only when a lot more ex- 
perience is available will we know the 
proper levels for capital costs (fixed 
charges), and for operation, maintenance, 
and fuel costs, in order that the sum of 
all of these be economically competitive. 
So, these items on which there is insuff- 
cient experience lead our list of practical 
problems. 

Since the use of the atom is an activity 
novel and hazardous, very much govern- 
ment-controlled, and very important in so 
far as private enterprise is concerned, 
there are additional practical problems 
ahead. 


H™ are some views on the practical 
problems ahead: 

Problem Number 1—already discussed 
—is the determination of the economic 
life of nuclear power plant equipment or 
the substantiation of the concept that these 
plants and equipment can be depreciated 
on the same basis as conventional power 
generation equipment, or whatever other 
bases are being used in estimating equip- 
ment life. 

Problem Number 2 is the determination 
of the cost of operation and maintenance 
labor and materials for typical nuclear 
power plants; the development of an in- 
formed understanding of what is in- 
volved in operating and maintaining these 
plants; and a great deal of experience in 
determining that a given approach to op- 
eration and maintenance is adequate from 
the point of view of safety as well as 
economy, 


Prostem Number 3 is the determination 
of nuclear fuel costs. Fuel cost is the 


dominant factor to be controlled in the 
realization of our expectations for nuclear 
power. A great practical problem is our 
lack of true commercial experience in the 
production, utilization, and disposal of nu- 
clear fuel. It takes a very long time to gain 
experience in this field. The Shippingport 
project was initiated in 1953. Seven years 
later, it is still the only project which has 
produced meaningful results on nuclear 
fuel performance under actual operating 
conditions for a sustained period. Gen- 
erally speaking, the longer you can use a 
given loading of nuclear fuel, the lower 
the fuel cost. The life of nuclear fuels 
which is considered economic ranges up- 
wards from an average exposure of 10,- 
000 to 20,000 megawatt days per ton. 

The only fuel package which has per- 
formance characteristics proven in use in 
a nuclear power plant, for a significantly 
long period of time, is that in the Ship- 
pingport station. We know from that ex- 
perience that natural uranium oxide, zir- 
conium clad fuel, fabricated in accordance 
with very rigorous and expensively ap- 
plied standards, has sustained an average 
exposure of about 2,000 megawatt days 
per ton and a portion of the fuel a maxi- 
mum exposure of about 9,000 megawatt 
days per ton, without any sign of deteri- 
oration. There is every indication that the 
natural uranium fuel in the Shippingport 
reactor has a much longer life—but only 
time will tell. 


. ee fuel costs are dependent on 

two major factors, and a host of 
minor factors, which, if improperly han- 
dled, can become major. The two major 
factors are the cost of fabrication or prep- 
aration of nuclear fuel for use, and the 
duration of the use. Other factors include 
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use charges for the special nuclear mate- 
rials, mode of operation of the nuclear 
fuel, credits for unused or created fission- 
able materials, and mode of reprocessing 
or disposal of the spent fuel. All of these 
factors represent practical problems which 
are a long way from being solved in a 
definitive, final sense. 


~~” until many nuclear fuel loadings 

have performed successfully for the 
very long periods of time which are theo- 
retically associated with economic nuclear 
power will we know if it is realistic to ex- 
pect nuclear fuels to compete. Not until 
many nuclear fuel packages have been 
skillfully operated with the requisite tech- 
nical sophistication will we understand 
the fine points of how to extract the maxi- 
mum energy from a given fuel loading. 
Not until many nuclear fuel loadings have 
been reprocessed will we have a firm un- 
derstanding of the problems and costs in 
this critical and little explored area. Not 
until all of the problems of nuclear fuel 
supply, use, and reprocessing have been 
fully exposed to a free, competitive mar- 
ket can we expect to firmly understand 
the economics of nuclear fuels. 
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—'—— Number 4 is the safe disposal 

of the radioactive waste products 
which result from the operation of nu- 
clear power plants. Processes and methods 
are available which provide technically 
sound bases for safely handling the radio- 
active waste disposal problem. They must 
be intelligently and faithfully applied in 
such a manner that no overtolerance dis- 
charges result. Also, knowledge and tech- 
niques must be developed for operating 
nuclear power plants so as to minimize 
the radioactive waste disposal problem. 
This involves correlating fuel perform- 
ance, and operating and maintenance prac- 
tices, to produce a minimum of radioactive 
wastes which must be disposed of at the 
plant site, consistent with producing a 
maximum number of kilowatt-hours from 
a given fuel loading. 

Problem Number 5 is assuring the ac- 
ceptance of the safety of nuclear power 
plants. In the preceding problems, empha- 
sis has been on learning to conduct opera- 
tions so as to determine and enhance the 
economy of nuclear power. The economic 
potential is meaningless unless the opera- 
tions are conducted in a manner which 
results in safety for both plant personnel 
and the public. 

Of extreme importance is the devel- 
opment of a body of experience which 
demonstrates that nuclear power is re- 
garded as safe, and welcome. Such 
attitudes will follow from the further 
demonstration that nuclear power and 
safety are consistent. There is no doubt 
in my mind that they are. There is a vast 
body of experience resulting from the 
atomic weapons production program, the 
naval reactors program, and the civilian 
power reactor program which certifies that 
nuclear power is safe. 





NUCLEAR ENERGY’S GROWING PAINS—PRACTICAL PROBLEMS AHEAD 


Number 6 is a complex of re- 

lated problems. There are many differ- 
ent concepts as to how nuclear power 
should be developed. The origin of nuclear 
power development complicates the issue. 
The problem is to develop nuclear power 
in a manner consistent with our free en- 
terprise system, with due recognition of 
the vital rdle the Atomic Energy Commis- 
sion has played in furthering the use of 
the atom. There is the question of the fu- 
ture role of the commission, both as de- 
veloper of nuclear power, and as regula- 
tor of nuclear power activities. The issue 
of whether the Atomic Energy Commis- 
sion should be responsible for both roles 
has been raised by others. 

Regardless of the disposition of that 
problem, there remains the problem of de- 
veloping a workable, well-understood, and 
apt body of necessary regulations which 
provide for the safe, further development 
of nuclear power. We have only begun to 
create such regulations, and it is obvious 
that a great deal of work is required in 
this problem area. 


Réle of Electric Utilities 


| pod industry there are serious 

problems to be faced. What specif- 
ically is the role of electric utility com- 
panies in developing nuclear power? Are 
they to make and be credited with tech- 
nical contributions, in addition to financ- 
ing the construction and operation of 
plants? Are the utility companies with 
nuclear plants going to be able to operate 
and buy fuel for them on an independent 
basis? Do the technically sophisticated 
problems involved in operating with nu- 
clear fuel.require an upgrading of tech- 
nical capabilities within the utility indus- 


try? Must the manufacturers providing 
nuclear power plants assume a dominant 
rdle in operation, maintenance, refuel- 
ing, and fuel reprocessing because of the 
technical skills required? Must a utility 
company look to the purveyor of a nuclear 
power plant for the lifetime fuel supply 
for that plant? Can a utility company look 
to other organizations, such as nuclear con- 
sultants, for unbiased, independent, expert 
technical advice in planning, operating, 
and fueling its nuclear plants? 

All of these questions identify a major 
problem: What is a reasonable balance, 
and a reasonable sharing of responsibili- 
ties and rewards, among the utility com- 
panies, the manufacturers of complete 
reactor plants, architect engineers, inde- 
pendent equipment suppliers, nuclear fuel 
suppliers, independent consultants, and 
others who have a stake in the nuclear 
power field? 

I have identified some of the more ob- 
vious practical problems ahead. Their so- 
lution will take more than the money I 
referred to at the outset. 


M: premise is that it takes a great deal 

of time to check out the assump- 
tions, or expectations, made regarding the 
performance of any given nuclear power 
plant, or fuel loading. This is the source 
of most of the practical problems—it takes 
lots of practical experiences to put the 
problems in their proper perspective. Par- 
ticularly in the investigation of nuclear 
fuel performance it is necessary to recog- 
nize the need for full-scale testing of given 
fuel concepts, and for a great deal of 
perspicacity and time in testing each con- 
cept. The full-scale testing can only be 
done in large plants, which provide not 
only proper exposure conditions but also 
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a statistical basis for determining nuclear shall really be in good shape, with eco- 
fuel performance, and consequently cost. nomic nuclear power a firm reality. I do 
believe that we have arrived at a point 
| ieowncmnata of where we have been, and where there are now available, or soon will 
where we are going, I suggest that we be available, a large number of plants 
recognize the very preliminary nature of which can be used to explore the multitude 
what has been done to date. I do not dis- of detailed problems, the answers to which 
count the vast amount of developmental will tell us where and when nuclear power 
data which suggests that some day we fits into the energy production picture. 





1/|T is [the] seemingly ruthless aspect of competition—the pruning of 

the ‘weak'—that makes the strongest impression on most people. 
For the larger part of history, and even now in many places of the 
world, people have viewed competition as something that may be 
efficient but is uncharitable, unkind, and oppressive. One of the great 
emotional appeals of Socialism and Communism is their promise to 
eliminate competition. 

"An awareness of this attitude toward competition—here on a 
world-wide basis—is reflected in Secretary of State Herter'’s com- 
ments . .. on the problems of foreign trade. ‘Today,’ Mr. Herter said, 
‘we face a test no society has ever fully met: How to make competi- 
tion the life, not the death, of nations.’ ... 

"In short, competition serves not merely to direct people away 
from what they are not suited for, but also to direct their energies 
to what they are best fitted for. It performs a social function that could 
otherwise only be performed by an authoritarian power arbitrarily 
saying ‘You do this’ or ‘You do that,’ without regard to whether the 
doing fitted the doer.... 

"If competition has not always been the life of nations, it is not 
so much because of it as for lack of it. The real difficulty is that each 
nation tries to do everything. 

‘Now we are well aware that much of this drive for self-sufficiency 
is political, and some of it for good political reasons. The U. S. feels, 
for example, that it must maintain an optical industry for defense 
purposes, even though Germans and Japanese can perform this func- 
tion more cheaply. No nation wants to be cut off in war from a nec- 
essary item. Hence they erect all manner of barriers against ‘foreign 
competition,’ because competition would show that some of the things 
they are doing are not economically feasible. 

"But recognizing this argument for protectionism is not the same 
thing as suggesting that competition itself is a thing that brings 
‘death’ and that it somehow thus poses a great test that nations must 


meet to live." 


—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Washington and 


the Utilities 


Slight Discount for the Atom 
putigaend Great Britain cut back on 

her nuclear power plant program, 
stretching it out from ten to fifteen years. 
Our electric power companies in the 
United States have certainly not dragged 
their feet on their willingness to con- 
tribute. They have gone into this chiefly 
from a sense of public responsibility. A 
few nuclear plants of various forms 
which have materialized have shown high 
costs and burdensome safety require- 
ments. And so, today, some scientists and 
even some utility leaders are downgrad- 
ing nuclear energy. 

Crawford H. Greenewalt, head of 
du Pont and a prime figure in the Man- 
hattan project which led to the atomic 
bomb, seems to be looking instead toward 
the sun for safe, cheap energy sought 
by civilization. Pointing to the fact that 
fissionable materials upon which atomic 
energy depends are limited in supply, 
Greenewalt turns his attention to solar 
energy. “There is a real chain reaction 
in its output, its source so placed as to 
defeat lethal radiation,” he said. 

It is clear, of course, that nuclear 
energy will have many important, if not 























exclusive, uses for a long time to come 
in this world. The thrilling round-the- 
world feats of our nuclear submarines 
are clear proof of this. But there is at 
present a discernible discount of former 
rosy promises that the atom will be the 
world’s future source of cheap power, 
at least from a timetable viewpoint. 
With a more realistic appraisal may come 
a more practical and worth-while ap- 
proach to decisions based on what we 
should and should not expect of atomic 
power in the future and which techniques 
are most promising and practicable. 


= the United States and the Cana- 
dian governments have embarked on 
a long-range, co-operative program to 
perfect power plants using heavy water 
as a moderator. Heavy water has been 
found to be the best material for slowing 
neutrons in a nuclear reaction in a way 
that is most effective for power purposes. 
The two-nation program is to run for at 
least ten years, the Atomic Energy Com- 
mission announced, saying it has signed a 
memorandum of understanding with 
Atomic Energy of Canada, Ltd. 
The commission disclosed it would 
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carry out $5 million worth of research 
and development to assist Canada in con- 
structing two heavy water reactors. One 
would be a pilot plant of 20,000 kilowatts, 
the other a full-scale plant of 200,000 
kilowatts. The United States presently has 
several heavy water reactor projects. One 
is a 17,000-kilowatt power station to be 
built by the Carolinas Virginia Nuclear 
Power Associates at Parr, South Caro- 
lina; the other a 50,000-kilowatt plant to 
be built by the Florida West Coast Nu- 
clear Group and the East Central Nuclear 
Group near Tampa, Florida. In carrying 
out the co-operative program, the U. S. 
and Canada will exchange information, 
personnel, and materials. A joint board 
of progress is to be set up. 


> 


Canadian Import Authorized 


7: FPC last month authorized the 
importation of more than 500 million 
cubic feet of natural gas per day from 
the Alberta reserves in Canada. The gas 
will eventually be delivered to markets in 
the Pacific Northwest states and Cali- 
fornia. The FPC action will permit three 
U. S. companies to import approximately 
213.3 billion cubic feet of gas annually 
for consumption in Oregon, Washington, 
Idaho, and Montana, as well as Cali- 
fornia. The commission said the proposal 
to connect the Alberta reserves with the 
rapidly expanding West coast markets “‘is 
one which holds promise of great bene- 
fits to both countries.” 

The gas will be sold or transported 
from Canada by five Canadian companies, 
two of which are wholly owned subsidi- 
aries of U. S. utilities. The entire inter- 
national project, including facilities to be 
built in California, has been estimated to 
cost more than $400 million. The FPC 
said that it was not assuming that no 
problems would arise during the 25-year 
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life of the program. The three U. S. com- 
panies must file annual reports showing 
monthly and peak-day volumes, average 
monthly prices, etc. 

Companies authorized to import Cana- 
dian gas include the Pacific Gas Trans- 
mission Company (a proposed new inter- 
state pipeline to San Francisco, Califor- 
nia), El Paso Natural Gas Company of 
Texas, and Montana Power Company of 
Butte. The El Paso Company is already 
serving markets in the Pacific Northwest 
with gas imported from Canada under a 
1955 authorization to Pacific Northwest 
Pipeline Corporation, which subsequently 
was merged into El Paso. 


cog Power also imports smaller 
quantities of Canadian gas under 
1952 and 1955 FPC authorizations. Pa- 
cific Gas Transmission will purchase the 
gas from Alberta & Southern Gas Com- 
pany, Ltd., at the U. S.-Canadian border, 
between British Columbia and Idaho, near 
Kingsgate, British Columbia. Pacific Gas 
Transmission will then transport the gas 
to the California-Oregon border for de- 
livery to Pacific Gas and Electric Com- 
pany for distribution in California. 

The gas initially will be purchased by 
Alberta & Southern from producers in 
Alberta fields, then transported to the Al- 
berta-British Columbia border by Alberta 
Gas Trunk Line Company, Ltd. It will 
then be transported across British Colum- 
bia to the U. S. border by Alberta Nat- 
ural Gas Company for delivery to Pacific 
Gas Transmission. Pacific Gas Transmis- 
sion will build a 36-inch line extending 
614 miles from the Kingsgate intercon- 
nection through Idaho, Washington, and 
Oregon, terminating on the California- 
Oregon border near Klamath Falls, Ore- 
gon. 

Estimated cost is $133 million. PG&E 
will receive an average of 418 million 
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cubic feet daily or 152,523 million cubic 
feet annually. The gas for El Paso’s 
northwest division will be purchased in 
Alberta by Westcoast Transmission Com- 
pany, Ltd., and then transported through 
facilities of Alberta Gas Trunk Line and 
Alberta Natural to the U. S. border near 
Kingsgate for delivery to Pacific Gas 
Transmission. 


lw of the necessary export authoriza- 
tions have been obtained from the 
Alberta government and the Canadian 
National Energy Board for the gas cov- 
ered by the various proposals. In addition 
to the facilities of Pacific Gas Transmis- 
sion and El Paso, intrastate projects will 
be built by PG&E, at a cost of $63,930,- 
000, and by Montana Power, costing $2,- 
573,000. The intrastate facilities do not 
require FPC certificate authorization. 
The other new facilities making up the 
interconnected international project are 
located in Canada. 


ba 


Cuba Seizes Utility Properties 


y a move that the U. S. State Depart- 
ment has labeled as “discriminatory” 
the Cuban government has expropriated 
$913 million of American-owned prop- 
erty, mainly electric and telephone plants. 
Among the companies whose properties 
were seized are the American-owned Cu- 
ban Electric Company, Cuban Telephone 
Company, American-owned sugar mills, 
and Sinclair, Esso, and Texaco oil proper- 
ties. The new grabs by the pro-commu- 
nist Castro government were generally 
anticipated ever since Cuba had an- 
nounced that it had assumed the power of 
expropriation following cuts in the Cuban 
quota for sugar imported for the U. S. 
market. The State Department will pro- 
test the seizure on the grounds of con- 
fiscation without adequate payment, but 


a further showdown on this issue is not 
expected to be pushed at this time. 

Castro had said that 2 per cent bonds, 
supposed to pay for the property, would 
have a 50-year term instead of the thirty 
years he originally announced. In addi- 
tion the money to pay for these bonds 
would come from one-fourth of the value 
of all Cuban sugar bought by the U. S. 
in excess of 3 million tons per year, at a 
price of 5.75 cents a pound. In view of 
the July cuts in the sugar quota, this 
means U. S. investors in the seized utility 
property could get nothing for an indefi- 
nite period. 

A move which may foreshadow addi- 
tional seizures was the establishment by 
the Cuban government of a Mineral In- 
stitute. This action was looked upon as a 
prelude to the recent seizure of the 
$100 million U. S. government-owned 
Nicaro mining complex and the $75 mil- 
lion Moa Bay nickle and cobalt properties 
belonging to the American Freeport Sul- 
phur Company. Cuba has also ratified 
cultural, scientific, and technical treaties 
with Red China, Poland, and Yugoslavia. 
This move, no doubt prompted by Ché 
Guevara and Raul Castro (chief commu- 
nist spokesmen in the Cuban govern- 
ment), is a stepping up of anti-enter- 
prise policy indoctrination hostile to the 
interests of U. S. investors. 


» 


U.S. Study of Regulatory 
Showdown Proposed 


HE General Accounting Office, in co- 

operation with the Senate Interstate 
Commerce Committee, is planning a spe- 
cial investigation of the delays, procedural 
or otherwise, which have resulted in bot- 
tlenecking the work of federal regulatory 
agencies. Senator Magnuson (Democrat, 
Washington), chairman of the Senate 
committee, said that his group was “very 


SEPTEMBER 1, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


concerned” about the regulatory lag, in- 
cluding the growing backlog of undecided 
cases which might undermine public con- 
fidence in the work of these agencies. 


(ieee scope of the study will include reg- 
ulation of railroads, airlines, natural 
gas, telephone, and telegraph security issue 
cases. It will range from rate cases to 
service and merger programs. 

Senator Magnuson is said to feel that 
the oldest and largest of the federal com- 
missions (the Interstate Commerce Com- 
mission) would be the primary objective 
of a “pilot” study because the ICC oper- 
ates on such a broad base. It has eleven 
commissioners, a number of special bu- 
reaus, and utilizes various special proce- 
dures. Out of a study of these operations 
might come some finding or conclusions 
which would be applicable to the job of 
streamlining or “bottleneck busting” in 
other federal commission areas. 

The General Accounting Office is sup- 
posed to kick off the study program and 
report back to Congress next year. Then 
the Senate committee’s staff will draft its 
own recommendations for the work of 
the various commissions reviewed. Among 
these are—in addition to the ICC—the 
“big six” : Federal Communications Com- 
mission, Federal Power Commission, Fed- 
eral Trade Commission, Federal Maritime 
Commission, Civil Aeronautics Board, 
and the Securities and Exchange Commis- 
sion. 

The study will be distinguishable from 
the investigatory work heretofore carried 
on by the House Legislative Oversight 
Subcommittee in that it will deal with 
routine practices and procedures rather 
than charges of irregularities, wrongdo- 
ings, or abuses. Senator Magnuson is said 
to feel that the main emphasis now should 
be on making regulation work better, in 


addition to correcting shortcomings of in- 
dividuals or practices already disclosed. 
He thinks that the problem of regulatory 
lag—although less sensational and dra- 
matic than such matters as rigged quiz 
programs or “payola’” scandals, which 
have occupied the headlines for the last 
couple of years—probably constitutes a 
heavier economic burden to the regulated 
industries and the consuming public than 
the occasional moral or ethical lapses of 
individuals or particular group or indus- 
trial abuses. 

Railroad and air-line mergers will prob- 
ably occupy a good bit of the attention of 
the Senate-sponsored investigations. For 
example, railroads, which have already 
had merger applications on file with the 
ICC for more than a year, figure that 
many thousands of dollars a day are lost 
in savings to the public and to investors 
because of the delay in clearing the track 
for actual consolidated operations. 


¥ 


Computers Exchange Informa- 
tion over Phone Lines 


HE International Business Machines 

Corporation has announced a new 
data transmission unit that enables two 
separate computers to exchange informa- 
tion directly over the telephone while 
continuing to carry on individual calcu- 
lations. The new equipment, known as 
the “1009 data transmission unit,” is said 
to be able to exchange information at 
a rate of 150 numbers or symbols per 
second. 

The units are scheduled for delivery 
next summer and they will be available 
for rental at about $500 per month. In- 
dustries with a need for centralized data 
processing are expected to be the heaviest 
users of the new equipment. 
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Telephone and 


Telegraph 


U.S. Scores First Reflector 
Satellite 


E hes communications industry entered 
a new era when the first radio mir- 
ror satellite was put into orbit on August 
12th. The huge satellite, which has been 
seen in the early morning and evening sky, 
stands some 100 feet high and is made of 
a plastic film coated with vapor-deposited 
aluminum to assure high reflectivity. With 
this bright coat the new satellite appears 
seven times brighter than the North Star. 


Dr. T. Keith Glennan, director of the 
National Aeronautics and Space Admin- 
istration, has termed the 1,000-mile equa- 
torial orbit “well-nigh perfect.” The in- 
flated sphere makes one pass around the 
earth about every two hours and when it 
is within direct line-of-sight radio signals 
can be bounced from coast to coast, using 
the satellite as a backboard. 

At 7.41 a.M. on the morning of the 
launching, a prerecorded message from 
President Eisenhower was transmitted be- 
tween Goldstone, California, and Holm- 
del, New Jersey, using the satellite as a 
passive reflector. ““This is President Eisen- 
hower speaking” were the first words 
transmitted. The quality of the transmis- 
sion was said to be amazingly good. At 
the time the President’s voice was 


bounced coast to coast, the satellite was 
about 1,000 miles above Kansas travel- 
ing Northwest to Southeast at about 16,- 
000 miles per hour. 

Scientists have not committed them- 
selves as to how long the satellite will re- 
main in orbit. In all probability micro- 
meteorites will cause some loss of gas 
and the reflector is expected to collapse 
when the path of the earth reaches such 
a position that the satellite will be in 
eclipse. There is some hope that the bal- 
loon will reinflate when the earth again 
moves so that the sun’s rays shine once 
more on the man-made moon. 


N” long ago the Bell system advised 
the Federal Communications Com- 
mission of long-range plans for a world- 
wide satellite communications network. 
In Bell’s outline to the commission both 
passive and active satellites were explored. 
Tough electronic components with long 
operating life are now under development. 
Satellites of the future may be able to 
receive and retransmit radio signals as 
well as acting as a passive reflector. 

In the not too distant future it seems 
quite likely that transoceanic telephone 
calls will go via satellite. Certainly tele- 
vision signals which are now limited to 
line-of-sight transmission will be beamed 
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from nation to nation. This does not mean 
that expansion of the telephone cable net- 
works will come to an end or that the ca- 
bles will be less used. The transoceanic 
cables have a great advantage in that they 
are but little bothered by magnetic storms 
on the sun and they will thus continue to 
be the backbone of transoceanic communi- 
cations long after the first satellite system 
is operational. No one, however, min- 
imizes the importance of this latest U. S. 
space achievement. 


ba 


Communications Industry Still 
Under Scrutiny 


HE subject of “payola” and other ir- 

regular broadcasting practices in the 
radio and television industries continue to 
receive the attention of the federal com- 
missions and Congress. 

Federal Trade Commission Chairman 
Kintner has stated that payola “has been 
pretty well stamped out” as a result of a 
nine-month crackdown on record manu- 
facturers and distributors. The FTC has 
lodged some 102 complaints and it seems 
to be the commission’s attitude that it will 
now sit back and see if the industry will 
police itself. 

Legislators, however, seem to feel that 
something more than this is needed. On 
August 19, 1959, the Senate passed a 
bill (S 1898) which was subsequently 
amended and passed by the House on June 
28th of this year. The amended House 
version makes it a crime to accept “pay- 
ola,” take part in a rigged television quiz 
show, or engage in other deceptive prac- 
tices. It would also provide the Federal 
Communications Commission with two 
new sanctions which could be leveled at 
stations violating FCC rules. First, a sta- 
tion’s license could be suspended for a pe- 
riod of ten days. Secondly, the station 
could be fined $1,000 per day if it “neg- 
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ligently or intentionally” failed to live up 
to promises made in its license application 
or if it ignores FCC rules. 


b Perenay is a good bit of feeling that 
these provisions, while well meant, 
tend to go too far. In a rather unusual 
move the Senate Commerce Subcommittee 
has been holding additional hearings on 
the House-amended bill. Normal proced- 
ure would have been for the Senate to ac- 
cept the House version or to request a 
conference to iron out differences in the 
two versions of the bill. 


Senator Pastore (Democrat, Rhode Is- 
land), chairman of the subcommittee, has 
indicated that he believes the stiff penalties 
in the House measure should be eased, He 
favors knocking out the suspension provi- 
sion because he feels that more harm will 
be done to the viewers than to the stations. 
He stated that “a suspension is going to 
hurt the kiddies who watch Howdy 
Doody a lot more than the licensee. . . 
He might take a vacation in Bermuda.” 

In testimony before the subcommittee, 
FCC Chairman Ford endorsed the suspen- 
sion provision but noted that he would 
rather have a bill passed without it than 
to have no legislation at all. This remark 
brought a sharp return from Senator 
Pastore, who stated that the subcommittee 
did not intend to give the impression that 
there was bargaining on the legislation. 

Vincent Wasilewski, vice president of 
the National Association of Broadcasters, 
told the subcommittee that he felt the li- 
cense suspension provision was “tanta- 
mount to economic strangulation.” He 
noted that a station, which had its license 
suspended, would lose both advertisers as 
well as the viewing public. He stated that 
the FCC has the power to issue cease-and- 
desist orders. He indicated that this, in his 
opinion, was sufficient control over broad- 
casting infractions of commission rules. 





TELEPHONE AND TELEGRAPH 


The FCC has begun monitoring of 
radio and TV programs and Congress 
has voted an appropriation for this ac- 
tivity. The commission has been strong in 
its statements that no attempt to deter- 
mine if a program is good or bad will be 
made and there seems to be an acute sensi- 
tivity to the dangers of any sort of cen- 
soring activity. 

At this writing it seems that some 
changes will be made in the House-ap- 
proved bill and this would once again 
kick it back to the lower chamber. The 
Representatives, in the adjournment rush, 
might agree to the Senate changes or a 
conference might be requested. 


> 


Midyear Telephone Review 


i U. S. Department of Commerce, 
Business and Defense Services Ad- 
ministration, has recently issued a report 
indicating that the rate of growth of the 
telephone installations in the nation has 
remained constant in the first six months 
of 1960. Number of phones increased 
more than a million and a half. If this 
trend continues to the end of 1960, there 
should be some 74 million phones in use. 

The midyear report indicates that many 
factors, such as increases in population, 
new homes, and the gross national prod- 
uct, influence the growth of the industry. 
For instance, the population is increasing 
at a rate of one person every eleven sec- 
onds and this is bound to influence the in- 
dustry over a period of time. Daily toll 
calls also are a barometer of general busi- 
hess conditions. Toll calls are now up 8 
per cent over the 1959 level. In addition 
the telephone industry continues to ex- 
pand because of the extension of telephone 
services, such as secretarial answering, 
telemetering for power stations, data 
Processing, teletype service, leased facili- 
ties, etc, 


The report indicates that the upward 
trend in the communications industries in 
the past few decades is in line with the 
general advances made in employment, in- 
dustrial production, housing, income, and 
the gross national product. 

An increase of 20 per cent for the first 
half of 1960 is anticipated in telephone 
installations, construction of buildings, 
outside plant, and sales of switching 
equipment. In line with this, planned ex- 
penditures are expected to be realized with 
an increase in local and toll call revenues. 
Final statistics on these matters, however, 
are not yet available. 


» 


New Concept 1n Phono 
Recording Forecast 
A™™ who a good many years ago 

pioneered the development of wire 
recording, has suggested that some radical 
changes in the recording business may be 
in the not too distant future. 

Marvin Camras, who preserved sound 
on a spool of piano wire back in 1939, has 
stated that the music store of the future 
may keep in stock only one master record 
of each musical selection. The customer 
would bring in his own tape and the store 
would record it for him. Mr. Camras sug- 
gests that a vending machine-type opera- 
tion might even be used. 

At the moment by far the largest vol- 
ume of the recording business goes to the 
long-playing phono record. Tape has al- 
ways had the disadvantage of requiring 
threading, which the average home owner 
finds a bother. Mr. Camras’ latest inven- 
tion is a miniature tape reel that threads 
itself automatically when it is inserted into 
a recorder. If this self-threading device 
proves a success a large volume of the re- 
cording business might shift over to tapes. 
Should this occur Mr. Camras’ do-it-your- 
self record shop may not be far off. 
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Bell System Proposes 50 
Satellites for World 


Communications and TV 


OQ” communications setup is becoming 
very complicated. First we had ordi- 
nary wire systems for telephone and tele- 
graph messages on land, and later cables 
to span the oceans. Next came under- 
ground “coaxial” land cables for concen- 
trating the heavier business between cities, 
including TV relays. Talks by radiotele- 
phone began to supplement foreign cable 
messages. Then the land short-wave radio 
system was introduced, messages being 
relayed by microwave from one tower to 
another—towers being located in line of 
sight, on hilltops about 30 miles apart. 
A new system called “Waveguide” is now 
under development. The Bell system has 
been pushing telephone cable construction 
to foreign countries to handle phone talks 
more efficiently than by radiotelephone, 
where weather sometimes interferes. 
Now the Bell system proposes going in- 
to the stratosphere, using satellites some- 
thing like Echo I just put into orbit by 
the government—a huge balloon about 
the size of a ten-story building which can 
be seen like the evening star. Messages 
have been bounced off this satellite quite 
successfully to span long distances. Bell 
contributed to the success of Echo I by 
developing a “command guidance” control 
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Financial News 


and Comment 


By OWEN ELY 


system by which the satellite was guided 
from the ground into its almost circular 
orbit. 


N° Bell has proposed to the FCC 
that, after further research, it be 
allowed to send up 50 satellites to estab 
lish a new world-wide communications 
system. Unlike Echo, these would not 
merely “bounce” the messages beamed up 
to them, but would amplify them before 
relaying them to some other continent. 
While these satellites would mainly handle 
individual telephone calls or messages, 
they would be specially designed for 
broad-band use, transmitting TV pro- 
grams or computer data from one conti- 
nent to another. While Dr. John R. Pierce 
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of Bell Laboratories thinks that trans- 
oceanic TV may be only about two years 
away, it is estimated that it might take 
five or ten years before satellites will be 
carrying a large proportion of transconti- 
nental traffic. 

It had been proposed earlier that a 
“fixed” satellite be used for communica- 
tion — by giving it speed to match the 
rotation of the earth it would always re- 
main in the sky above a certain city or 
area. However, the Bell proposal is dif- 
ferent—all 50 satellites would operate in 
random polar orbits at a height of about 
3,000 miles; combined with 26 transmit- 
ter-receiver stations, working in pairs 
(13 in the U. S., each being tied to some 
foreign station). Thus there would be 
approximately 600 telephone circuits plus 
facilities for TV service between each of 
the 13 pairs of ground terminals. The 
satellites would orbit in patterns so or- 
ganized that three of them would be 
available at any one time to service a 
certain land station; as one satellite be- 
gan to recede, the beam could be shifted 
to an approaching one, so that the mes- 
sage or program would not be interrupted. 
The whole system, including the land sta- 
tions, would cost about $170 million, most 
or all of which Bell would be prepared to 
assume, 


Ro approval of the satellite program 
is necessary because one of the com- 
mission’s functions is to allocate radio 
frequencies. The commission about a 
year ago opened up blocks of frequencies 
for general use, but with no provision for 
space communication; in May this year 
it reopened the case to consider the space 
issue, including the Bell proposal. The re- 
cent success of Echo I has publicized the 
proposal. The testimony and exhibits of 
American Telephone and Telegraph, “In 
the Matter of Allocation of Frequencies 


in the Bands above 890 Mc” (Docket No. 
11866), give an interesting discussion of 
the relative advantages and disadvantages 
of the various types of communications 
facilities. 

President James Fisk of the Bell Labs 
forecasts a tremendous increase in trans- 
oceanic messages since 94 per cent of the 
world’s population now has only 45 per 
cent of the world’s telephones. Overseas 
telephone messages are now growing at 
the rate of 15 per cent a year. Moreover, 
the new satellite system is needed for mili- 
tary uses and to send TV and other 
broad-band messages between continents. 
While Bell will continue to build cable 
lines, all the transoceanic telephone cir- 
cuits now available afford only about one- 
quarter the band width required tor one 
TV signal. Accordingly, Bell is asking 
the FCC to reserve enough frequencies 
in the spectrum from 1,000 Mc to 16,000 
or 20,000 Mc to permit developing the 
satellite communications system. 


> 


Economic Depreciation and 
The New Tax Survey 


HE Treasury Department recently 

began a broad survey of depreciation 
practices to determine whether present 
tax allowances for obsolescence, as well 
as wear and tear, are adequate. (Last De- 
cember the House Ways and Means Com- 
mittee had a similar investigation.) Ac- 
cording to The New York Times, the 
administration feels that the tax laws 
should be more liberal in this respect in 
order to stimulate new investments. Vice 
President Nixon, as well as Governor 
Rockefeller, are said to have endorsed the 
idea. 

The Treasury Department and the 
Small Business Administration have 
mailed some 6,000 questionnaires to man- 
ufacturing, utility, and other corpora- 
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tions, to obtain statistical information 
from a representative group of taxpayers, 
to determine how well the present depre- 
ciation provisions of the tax law are op- 
erating and what legislative changes may 
be desirable. For example, businessmen 
are said to have complained that the 
Treasury’s schedule of “useful lives,” 
written some eighteen years ago, is now 
obsolete. 

The survey also is intended to re- 
veal how widely corporations are using 
the depreciation methods adopted in the 
1954 Tax Code and whether they have 
encouraged investment. 


| geroyges is now reported to take about 
$25 billion a year in total deprecia- 
tion allowances, according to The New 
York Times, and this seems to fit in well 
with the 1959 data contained on page 
776 of the Federal Reserve Bulletin for 
July. 

New plant and equipment (which 
presumably includes replacements) ap- 
proximated $33 billion and the increase 
in working capital was about $10 billion, 
so that cash required was approximately 
$43 billion. Sources of this cash were the 
$25 billion depreciation charges, undistrib- 
uted corporate profits of about $10 bil- 
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lion, and a net increase in corporate “squeezed,” there may be less money in 
securities approximating $8 billion. But future to spend on new equipment, unless 
with industrial profits now being more securities are sold or depreciation 
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CALENDAR OF PROPOSED UTILITY OFFERINGS 


August 23rd-December 31st 
Date of Approx. Method 
Bidding Amount Of Moody 
Or Sale (Millions) Offering Rating* 


Bonds and Debentures 
Northern Natural Gas A 
Idaho Power Company Aa 
Detroit Edison Company Aa 
Trunkline Gas Co. — 
Wisconsin Electric Power Aa 
New England Electric System Subsidiary ... 
Lake Superior District Power 
Pacific Lighting System 
Iowa Electric Light & Power 
Otter Tail Power 
Panhandle Eastern Pipe Line 
Southern California Edison 
Natural Gas Pipeline Company 
Consumers Power 
Natural Gas Pipeline 
Virginia Electric & Power 
Utah Power & Light 
Public Service Electric & Gas 
Rochester Telephone 
Pacific Power & Light 
Union Electric 
Indianapolis Power & Light 
New York Telephone 
Wisconsin Electric Power 
Southern Nevada Power 
San Diego Gas & Electric 
Columbia Gas System 
Louisville Gas & Electric 
Piomda WOwWer COLD! foccs cone senses dea duis 
American Telephone & Telegraph 
Georgia Power 
Consolidated Edison 
Arkansas Power & Light 
Northern States Power 


Preferred Stock 
Hawaiian Electric 
Long Island Lighting 
Baltimore Gas & Electric 
Texas Eastern Transmission 
Pacific Lighting System 
Houston Lighting & Power 
Natural Gas Pipeline Company 
Public Service of Colorado 
Utah Power & Light 
‘Southern Nevada Power 


Common Stock—Offered to Stockholders 
Hawaiian Electric 
Atlanta Gas Light 
Missouri Public Service 
Common Stock—Offered to Public 
9 Columbus & Southern Ohio Electric — 
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charges can be increased; and if profits 
continue to decline, it will be harder to 
sell securities. 

If the incoming administration wants 
to promote continued growth—at the 5 
per cent annual rate prescribed by the 
Democratic platform, or at some lower 
rate if necessary to prevent inflation—it 
may be advisable to provide new corpora- 
tion tax savings by some such device as 
“economic depreciation,” in addition to 
those already provided by accelerated 
amortization (now rapidly expiring) and 
liberalized depreciation (not fully adopted 
by the utility industry). 


— depreciation,” which has 
A. been favorably discussed by offi- 
cials of such corporations as U. S. Steel 
and American Telephone and Telegraph, 
should prove both a corrective to offset 
past inflation, and a stimulus to increased 
construction through tax savings, it is 
claimed. At the House hearings last De- 
cember William A. Paton, professor of 
accounting at Michigan University, 
stated : 


The nub of this depreciation ques- 
tion lies in the acute importance of 
maintaining plant capacity to produce 
throughout the economy. And this can- 
not be done without permitting tax- 
payers deductions which take into ac- 
count the impact of inflation, the severe 
and persistent decline in the purchasing 
power of the dollar. 


In a panel discussion of depreciation 
at the fifth annual convention of the Great 
Lakes Conference of Railroad and Utili- 
ties Commissioners in April, Dr. Paton 
held that utilities had been the “forgotten 
man,” with the industrial point of view 
dominating the testimony before con- 
gressional committees and other govern- 
ment bodies — despite the fact that the 


utilities provide the major examples of 
enterprises in which depreciation is of 
outstanding importance as an operating 
cost. He said: 


The burning question with respect to 
depreciation measurement in recent 
years, as I see it, is not the problem of 
estimating service life, or of deciding 
just how to spread plant cost over an 
assumed life, but rather the impact of 
inflation, the change in the value of the 
dollar, the accountant’s yardstick, 
which we have been experiencing. . . . 
The value of our monetary unit has 
fallen half way to zero in just a few 
years. And I don’t see how we can con- 
tinue much longer to try to ignore this 
phenomenon in the area of corporate 
accounting. 


> 


Two More States—Colorado 
And New Jersey—Go 
“Flow Through” 


_ temptation to the state commis- 
sions to give consumers the benefit 
of tax savings from accelerated deprecia- 
tion seems too strong for some of them to 
resist, and one by one they are ordering 
flow through in order to offset part of re- 
quested rate increases by this device. The 
number of electric utilities which, either 
voluntarily or under regulatory duress, 
have adopted this accounting method has 
increased steadily from 14 in 1956 to 
24 in 1959. This year, with pressure from 
the California and Colorado commissions, 
there will doubtless be a further increase; 
and it appears now that New Jersey will 
follow suit. However, both Congress 
and the Treasury Department are now 
studying the question. 

In the Public Service of Colorado 
decision, dated May 27th, the commission 
allowed an increase of about $4.4 million 
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compared with the $10 million requested 
by the company. Of the difference about 
$1,237,000 was accounted for by adop- 
tion of flow through. The commission 
reasoned as follows: With an assumed 
straight-line depreciation rate of 24 per 
cent, property life would be forty years; 
with liberalized depreciation a double rate 
would be allowed during the approximate 
first twenty years and one-half of the 
normal rate in the second twenty years. 
Hence an increase in taxes would be de- 
ferred for a substantial time, and the 
fear that with flow through the company 
would have to come to the commission 
for higher rates within a short time is 
“tenuous, and of insufficient weight to 
compel a policy conclusion based upon 
such apprehension.” Secondly, the savings 
in income taxes are expended for new 
plants and these amounts “are derived 
from rates charged to the ratepayers; 
therefore present ratepayers should derive 
the benefit therefrom.” 

As we go to press, the state of New Jer- 
sey has ordered Public Service Electric 
& Gas to use “flow through” for rate 
purposes; the company had asked for a 
$36 million increase in revenues and re- 


e 


ceived about $10 million plus the benefit 
to earnings obtained by “flow through.” 


> 


Baltimore Gas & Electric’s 
Rate Figures Clarified 


E. RuGeMer, treasurer of Baltimore 

e Gas & Electric Company, writes us 

as follows in reference to “High Lights 

of Electric Utility Stockholders’ Reports” 
in the August 4th issue: 


With reference to the statement 
therein that Baltimore Gas & Electric 
finally won approval for a “$5.4 mil- 
lion increase in rates,” we thought we 
should remind you that this figure 
represented only part of the total rate 
increase. The higher rates authorized 
in 1958 were designed to produce for 
a full year nearly $93 millions of addi- 
tional revenue, and were in effect for 
part of 1958. In reporting the total 
increase in 1959 revenues over 1958 
(which included part of the effect of 
the increased rates), we explained that 
of the $15,530,000 total increase, 
$5,425,000 was due to the higher rates. 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 
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Foreign Companies 


Amer. & Foreign Pr. : 7.1% $1.30De 
Brazilian Traction 4 oa 58 D10 
British Col, Pr. : i E 27 
Calgary Power 1 i : 8 
Gatineau Power : : : D22 
Quepec Power 3 i 3 
Shawinigan Water & Pr. .. i , : D10 
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*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normalized 
the price-earnings ratio would be higher, and the rate of increase in share earnings would be smaller. D— 
Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; Je— 
June; Jy—July; Au—August; Se—September ; Oc—October; N—November; De—December. b—Also 3 
per cent stock dividend (paid January 25, 1960) included in the yield; similar dividends are paid annually, 
representing balance of earnings. c—Also stock dividend in 1959, e—Also regular annual 3 per cent stock 
dividend (paid each year end), included in the yield. f—Also regular stock dividend of one-half per cent 
quarterly, included in yield (paid since 1956). h—Also 24 per cent stock dividend paid December 1, 1959, 
included in yield; stock dividends are paid annually, reflecting balance of earnings. 
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What Others Think 


One Hundred Years of Military Communications 


pr“ August Ist to the 3rd the Na- 
tional Symposium on Global Com- 
munications was held at the Statler-Hilton 
Hotel in Washington, D. C. This was the 
fourth annual meeting and close to a 
thousand specialists, technicians, and ex- 
ecutives concerned with all phases of com- 
munications met to exchange information 
under the joint sponsorship of the Insti- 
tute of Radio Engineers and the United 
States Army Signal Corps. 

A great many of the speeches delivered 
at the symposium were of a highly techni- 
cal nature. A good bit of attention was 
given to satellites and space communica- 
tions. As you can easily imagine the lay- 
man hearing these speeches might have 
the distinct impression that he was hear- 
ing a foreign language spoken. 

Of general interest was a speech by 
Rear Admiral (Retired) Joseph R. Red- 
man, USN, on the past one hundred years 
of military communications. Admiral 
Redman is a graduate of the U. S. Na- 
val Academy where he also did advance 
study. He has seventeen years of sea duty 
as well as fifteen years of service in posi- 
tions of great responsibility ashore in his 
background. In 1946, Admiral Redman 
retired from the Navy and became vice 
president of Western Union. He now re- 
sides in Washington, D. C., where he co- 


ordinates Western Union’s activities with 
the heads of the military and other gov- 
ernment agencies. With this background 
of both military and civilian communica- 
tions the Admiral’s sketch of the develop- 
ment of military communications was 
most interesting. Military communica- 
tions, of course, can never truly be sepa- 
rated from civilian facilities for most 
often the military makes use of existing 
facilities that are shared with the general 
population. 


|. orm Redman pointed out that the 
Signal Corps was created in 1860, 
just a hundred years ago. He noted that 
during the Civil War, the fire of a Union 
battery was directed on the Confederate 
works by an observer using signal flags 
and he stated that this occurrence at Fort 
Monroe, Virginia, was probably the first 
such control of gunfire. 

In 1899, when Marconi came to the 
United States to report the International 
Yacht Races, officials of the Navy per- 
mitted him to try out his wireless tele- 
graph under their auspices. The tests con- 
ducted for the Navy in 1900 proved so 
successful that it seems the system would 
have been adopted for ship-to-ship and 
ship-to-shore communications if transmis- 
sion interference could have been elimi- 
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nated. The first ten years of the new cen- 
tury, however, did see startling advances 
made in the field of military communica- 
tions. In 1907 when the U. S. fleet made 
its cruise around the world, over twenty 
ships had deForest radiotelephone equip- 
ment. 

The World War I period proved most 
important to the future development of 
communications. Admiral Redman stated: 


World War I gave great impetus to 
radio development. This was the first 
major war in which the Signal Corps 
participated and they provided more 
reliable and extensive communications 
than those known by any previous 
Army. 

The Navy utilized radio extensively 
for contact between ships and shore 
and between ships. 

Even the small submarine chasers, 
better known as SC boats, were or- 
ganized as units and tactically con- 
trolled by radiotelephone provided by 
a CW 936 set manufactured by West- 
ern Electric. During this period the 
Navy commissioned high-power, long 
wave arc transmitters at Darien, Canal 


Zone, San Diego, California, Pearl 
Harbor, territory of Hawaii, and An- 
napolis, Maryland. Heretofore all high- 
power shore stations employed spark 
transmitters. Also, during the war the 
Navy took over commercial shore sta- 
tions utilizing some and closing down 
all others. 


HE 1920’s saw the Navy research 

laboratory collaborating with the 
Carnegie Institution on research on the 
reflection phenomena and measurement of 
the Kennelly-Heaviside layer, Admiral 
Redman stated. In 1938, the first ship- 
board installation of radar was made and 
the results of transmitter tests proved to 
be startling to tactical and gunnery offi- 
cers. It seems sure that the development 
of radar as a navigation aid and as a 
tactical instrument is one of the prime 
achievements of the World War II 
period. 

Admiral Redman noted that these were 
only a few of the high lights of military 
communications and he stated that the 
future held much in the potential develop- 
ment of satellite communication systems. 





TVA Director on Population Movements 


— Hays, Tennessee Valley Au- 
thority director, speaking at a joint 
meeting of the Scottsboro, Alabama, civic 
clubs on August 3rd, stated that rural 
areas experiencing loss of population in 
the great country-wide, farm-to-city 
migration must look to resources and op- 
portunities outside their immediate vicin- 
ity and use them to maintain vigorous 
economic growth. 

Mr. Hays noted recent 1960 census 
figures showing that many of America’s 
largest cities have lost population in the 
last ten years, giving rise to problems of 
revenue, taxation, and legislative repre- 
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sentation. In principle, the problem of the 
cities whose people are moving to the 
suburbs is not greatly different from rural 
areas, such as Jackson county, Alabama, 
whose people are moving to urban areas. 
Resources and opportunities are never 
hedged in by political boundaries, the 
TVA director said. The future of smaller 
cities and rural counties lies in gearing 
their activities to the growth of the larger 
region and in using the resources avail- 
able to them in this larger context. As an 
example, he cited the growth of the poul- 
try industry in northern Alabama which 
has taken place during the same period 
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that many of the state’s northern counties 
have sustained population losses. He 
stated : 


This multimillion-dollar industry is 
based to a considerable extent on the 
use of two regional resources—the 
Tennessee river waterway which 
brings feed grains from the Midwest 
at low cost and economical electric 
power which permits farmers to em- 
ploy laborsaving devices to the fullest 
extent. Local initiative has capitalized 
on these assets to add an important 
growth factor to this area. 


Mr. Hays also noted that the shore 
line of Guntersville reservoir is dotted 


with summer homes built by residents 
of the communities which have shown 
dynamic growth in recent years, such 
as Huntsville, Alabama, Birmingham, 
and Atlanta. This is one way Jackson 
county obtains a direct benefit from the 
growth occurring in neighboring areas, 
he said. 

Mr. Hays pointed out that areas such 
as Scottsboro and Jackson county have an 
opportunity to plan and develop eco- 
nomically and physically attractive com- 
munities. Good schools, well-run public 
services, and attractive surroundings are 
important factors to those who are mak- 
ing the decision as to the location of new 


SEPTEMBER 1, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


industries. He stated that Scottsboro had 
gone a long way in this respect and he 
styled that area one of the most “pro- 
gressive and alert” in the Tennessee 
valley. 

Jackson county has taken other steps 
such as the development of a 100-acre 
park on Guntersville Lake. Scottsboro 
has leased lake-shore land from TVA for 
a boat harbor. 

In relation to population movements, 
Mr. Hays stated that one of the most im- 
portant actions the people of the area can 
take is to make sure that the potential 
industrial sites along the Tennessee water- 
way are preserved for their highest eco- 


nomic use. A good combination of rail 
and water transportation is available. De- 
sirable industrial sites in the vicinity have 
been identified. As expanding industries 
find sites on the lower river more scarce 
and more expensive, those in the local 
area will have greater attraction. 


HE stated that when you line them up 
and count them off, the opportunities 
presented to the people of Scottsboro and 
Jackson county are rather impressive. But 
they will require much energy, farsighted- 
ness, and co-operation if they are to be 
seized and used. 
—C. M. B. 





Norris Reservoir Development 


I“ mid-August Geéneral Herbert D. 
Vogel (Retired), chairman of the 
board of directors of the Tennessee Val- 
ley Authority (TVA), spoke to the 
charter members’ meeting of the Clinch 
and Powell River Valley Association at 
Oak Ridge, Tennessee. 

General Vogel stated that the move- 
ment of the people of the Tennessee val- 
ley, which culminated in the creation of 
the Tennessee River and Tributaries As- 
sociation, speaks well for the future 
achievements of the area. The Clinch- 
Powell River Valley Association is part 
of this group. And the activity noted, 
General Vogel stated, is an awakening to 
the realization of goals and an acceptance 
of the fact that the group itself must per- 
form the work necessary to achieve its 
stated objectives. 

It was noted that TVA will continue to 
foster new lines of co-operation with 
representatives of government and with 
local groups, as well as supplying tech- 
nical assistance to supplement group ac- 
tions. General Vogel stated: 


I can foresee, as a result of the crea- 
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tion of the Tennessee River and Trib- 
utaries Association and its many 
components, of which this newest is a 
splendid example, a change of tempo— 
a faster tempo—that will bring about 


an optimum industrialization and com- 
mercialization of the South many years 
before it otherwise could have been 
expected. I think we can achieve with- 
in our own lifetime rewards which 
otherwise might be expected only by 
our children or our grandchildren. 


PP ypcoren Vogel believes that oppor- 
tunities, which for years have re- 
mained unexploited, still exist. He noted 
that one such opportunity was the Nor- 
ris reservoir. Although Norris is the 
largest tributary reservoir in the TVA 
system, it has remained almost untouched 
by industry. Despite difficulties which 
might arise from the wide draw down 
required in the operation of the reservoir 
for flood-control purposes, General Vogel 
felt sure that satisfactory methods could 
be found to utilize this water supply with- 
out creating any danger to the recrea- 
tional interests of the area, 





F rail 
. De- 
have 
stries 
carce 
local 


n up 
ities 
and 

But 
ited- 
o be 


B. 


WHAT OTHERS THINK 


The Norris reservoir area is served by 
two railroads. In addition, its raw ma- 
terials, such as coal, forest resources, and 
agricultural development, have much that 
can add to the growing economy. 
Vogel stated that the most important 
work that can be done at this time is fact 
finding and planning. In this connection 
he stated that communities bordering the 
project have been alerted to the economic 
potential which will be created. 

Technological advances are also pro- 
ducing some difficulties for TVA, Gen- 
eral Vogel stated. Digital computers now 
supplant long mental processes and the 
work of many men can now be done by 
a few. However, these few men must be 
better trained than were their predeces- 
sors. Unemployment is not a necessary 
result of automation, but the area must 
be alert to the importance of drawing in 
new industries. Among those things 
which make an area attractive to new 
industries, General Vogel named the fol- 
lowing: stable local governments, reason- 
able taxes, good schools and churches, 
available housing, low-cost transporta- 
tion, availability of industrial sites, abun- 
dant water and electricity, abundance of 
raw material, and favorable labor con- 
ditions. 


peng Vogel stated that when funds 
are made available by Congress, 
the extension of the Tennessee waterway 
system to Clinton will assure the near- 
ness to market that manufacturers de- 
mand. 

Another advantage of the area is that 
it is near metropolitan Knoxville which 
possesses many kinds of services and 
skills which attract new industries. 

It was noted by General Vogel that 
careful planning would have to be done 


so that the recreational sites in the area 
would be preserved. He stated that rec- 
reational areas were important because of 
the tourists they attract and because in- 
dustries are interested in having such 
benefits for their personnel. Sounding a 
note of caution regarding recreational 
development, he stated: 


. . . Melton Hill dam has been con- 
ceived and designed as a multipurpose 
project to serve the needs of both 
power and navigation. Its cost as re- 
lates to power will be borne by TVA 
out of power proceeds; the cost relat- 
ing to navigation will be borne by the 
federal government as a national re- 
sponsibility. As we see it, the costs of 
both functions are well justified on a 
basis of benefits that will result. 


General Vogel observed that TVA 
could not in good conscience proceed 
with the expenditure of public funds for 
projects which were precluded from full 
realization. He noted that there would 
be little point in creating the new channel 
route if industries were unable to find 
places to locate. Shore lands should be 
safeguarded for industries without rul- 
ing out recreational areas, which should 
be adequate for local needs. This, Gen- 
eral Vogel stated, is the type of prob- 
lem which can only be solved by working 
together. 


rN a chief aim, General Vogel urged 
that the association develop a plan 
which would assure that industry would 
be adequately served without undue re- 
striction of recreational facilities. In ad- 
dition he asked that recreational advan- 
tages of the area might be promoted to 
their fullest extent without hampering 
the area’s industrial potentials, 
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Moral Considerations of Public Service 


oe C. McKeacgE, president of the 
public utilities commission of Cali- 
fornia, recently spoke before the annual 
convention of the California Independent 
Telephone Association on the subject of 
“Morality in Public Office.” 

Mr. McKeage noted that the term 
“public office” usually denotes a govern- 
mental office which is filled through elec- 
tion or by appointment. He stated, how- 
ever, that this is a restrictive view and 
that the Munn v. Illinois decision of the 
United States Supreme Court recognized 
that a public utility performed, in effect, 
a public function. He stated that this 
status is the justification for the compre- 
hensive regulation of. utilities by govern- 
mental authority. Therefore, Mr. Mc- 
Keage pointed out that his remarks 
regarding “Morality in Public Office” 
encompassed the broadest concept of 
“public office.” 

Graft and corruption have existed in 
our government, Mr. McKeage stated, as 
they have in other countries. As an his- 
toric point of interest a good many of the 
corrupt practices, which one meets in his- 
tory, have now been prohibited by statute 
and in some areas constitute a felony in 
both federal and state jurisdictions. Cor- 
rupt conduct in government is not only a 
matter of bad morals, but, even worse, it 
is a matter of definitely bad manners. Re- 
garding the high status of “public office,” 
Mr. McKeage stated: 


To be more specific, let me refer to 
history. Thomas Jefferson, in a day of 
low morals in public office, took the 
position that public service is a patriotic 
duty and that public office is a public 
trust. Jefferson, when President of the 
United States, would not permit a rela- 
tive to occupy a federal position under 
his jurisdiction. He said that the only 
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reward one could expect to receive 
from public service is the solemn satis- 
faction of knowing that he leaves office 
with hands as clean as they are empty. 


Unfaithfulness in public office is re- 
gretted. However, he stated that it is al- 
most amusing to observe the lack of 
public responsibility shown by some public 
officials. Such conduct, he stated, is not 
“immorality” but “unmorality,” coupled 
with a “lack of discrimination which is 
monumental.” 


M:* McKEacE believes that all any 

public utility should ask for is “fair 
treatment” at the hands of public author- 
ity. He noted that what may appear to be 
“fair treatment” to a regulator might not 
appear to be so fair to the utility. Justice, 
he stated, can only be substantial and it 
rarely ever can be exact. 

He observed that, human nature being 
what it is, lawyers and litigants count it 
to their advantage when they know a 
judge before whom they are to appear. 
Recent disclosures in the federal regula- 
tory field indicate that there have been 
some examples of loss in proper perspec- 
tive and discrimination. Regarding this 
loss of perspective and discrimination, he 
stated: 


. . . Let the regulator lose his office 
and then he finds out why he was so 
“popular.” Thus, it is most difficult to 
understand how members of regulatory 
bodies can see fit to take lavish presents 
and entertainment from those whom 
they are supposed to regulate. It strains 
the credulity to say that a person of 
discretion does not know better than 
that, and surely it is no compliment to 
a regulator to be offered such consider- 
ation at the hands of the regulated 





OTHERS THINK 

















Jo= 
G=Nnovzse Bs 








“PLEASE! WON’T SOMEBODY STEP TO THE REAR OF THE BUS?” 


industry. Oftentimes, we are forced to 
the conclusion that there are otherwise 
intelligent persons who appear to sit up 
nights trying to devise ways of stand- 
ing in their own light and creating 
stumbling blocks to their own progress. 


Mr. McKeage noted that any regulated 
industry which is tempted to secure favors 
should remember that a regulator who 
would “sell” himself for one price might 
be tempted to do the same to a higher 
bidder. He stated that it is just as im- 
portant for the regulated industry to ob- 
serve the ethical course as it is for the 
regulator to do so. Since the public util- 
ity discharges a public trust—or a “public 
office’”—it is as much obliged to adhere 
to lawful, moral, and ethical standards as 


is the regulator. If any difference exists 
it is only in degree related to the special 
circumstances of the case, he stated. 


HIS does not imply that enmity must 

exist between the regulator and the 
regulated. Such a state, Mr. McKeage 
believes, would be contrary to the public 
interest. What it does imply is a cordial 
but correct official relation between these 
two groups. This precludes any regulator 
from becoming a “pal” of any representa- 
tive of a regulated industry. In conclu- 
sion Mr. McKeage stated that the regu- 
lator, as all other public officials, will find 
his reward for honest and faithful public 
service in a clean conscience and the sin- 
cere knowledge that what has been done 
has been for the public interest. 
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Upper Missouri Hydroelectric Development 


Or July 16th Assistant Reclamation 
Commissioner N. B. Bennett, Jr., 
delivered an address to the Tongue River 
Electric Co-operative, Inc., at Ashland, 
Montana. 

Commissioner Bennett grew up in 
Wyoming—only about 70 miles from 
Ashland—and he served for several years 
as assistant state engineer and engineer- 
secretary for the Wyoming Water Con- 
servation Board. After these hitches of 
state service he returned to the Bureau 
of Reclamation in 1942. 

He stated that although he knew that 
the co-operative was primarily interested 
in hearing about the Yellowtail dam and 
future hydroelectric plans for the Upper 
Missouri, he could hardly pass up the 
chance to speak about the general subject 
of reclamation. He stated that the de- 
velopment of irrigation is the Reclama- 
tion Bureau’s primary objective and cur- 
rently more than 8 million irrigated acres 
have been made possible by projects con- 
structed by the bureau. Going hand in 
hand with the growth in irrigation has 
been the development and construction of 
40 power plants with a capacity in excess 
of 5.1 million kilowatts, 

In the immediate area, and part of the 
Missouri river basin project, Commis- 
sioner Bennett pointed out that the bureau 
has completed or has under construction 
24 multipurpose dams and _ reservoirs. 
Twenty-three of these are on tributaries, 
with only the bureau’s Canyon Ferry dam 
being on the main stem. Facilities to de- 
liver irrigation water to 147,000 acres 
and supplemental supplies to 43,000 acres 
have been completed. In addition, eight 
units are now under construction which 
will supply water to an additional 155,000 
acres. Present plans for the Missouri 
river basin anticipate the possible irriga- 
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tion of 3,788,000 acres. This objective, 
Commissioner Bennett noted, is years in 
the future. 


IX summarizing the present status of the 
Missouri river basin program, Com- 
missioner Bennett noted that at the start 
of this fiscal year, 796,200 kilowatts of 
capacity were on the line in the eastern 
division of the project. By the end of this 
year, there will be a total installed gen- 
erating capacity of 392,350 kilowatts in 
the western division. Revenues from sale 
of power during calendar 1959 came to 
more than $21.8 million, which represents 
more than 4.8 billion kilowatt-hours. In 
relation to present achievements, Com- 
missioner Bennett stated : 


Briefly, that is where the Missouri 
river basin program stands today. The 
accomplishments are evident. The Mis- 
souri river basin project still has a long 
way to go, but as new construction be- 
gins and each unit moves to completion, 
it marks the progressive accomplish- 
ment of this vast water-resource pro- 
gram. As major flood-control works 
are completed, you will find major em- 
phasis being placed on work to make 
water available for irrigation and 
municipal and industrial uses. As these 
purposes are accomplished they will 
have a far-reaching economic effect 
from which the whole basin will 
benefit. 


The Yellowtail dam is now past the 
planning and development stage and 
Commissioner Bennett stated that there is 
little doubt that it is one of the most im- 
portant projects in the area. The $2.5 
million appropriation which has been 
voted by the House and reported by the 
Senate committee is only the beginning 
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of the financial requirements of this $109 
million project. It is Commissioner Ben- 
nett’s belief that construction of the 
Yellowtail facility will take the next five 
years and that its construction and op- 
eration, both as a reservoir and hydro 
power producer, will provide much new 
employment and other economic oppor- 
tunities for Montana. 


H? observed that the next twelve 
months would see the beginning of 
the construction of a two-lane road to the 
dam site and the establishment of a per- 
manent camp near there. He stated that if 
all progressed according to plans invita- 
tions for bids for the first work on the 
dam site can be issued next fall. Follow- 
ing the awarding of the prime contract, 
it is the commissioner’s belief that ap- 
propriations should “step up” to the 
vicinity of $13 to $25 million a year, for 
a period of about three years in order to 
complete the main project. This will 
naturally be controlled by Congress, 
which holds the purse strings on such 
appropriations. 

The Yellowtail unit will include the 
following facilities: the Yellowtail dam, 
reservoir, power plant, switchyard, and 
the Yellowtail after-bay dam 24 miles 
downstream from the major structure. 
The main dam, itself, will be of concrete 
arch construction with a height of 520 
feet and a crest length of 1,445, making 
the dam one of the highest in the nation. 


Construction is scheduled to take place 
about 45 miles southwest of Hardin near 
the Big Horn-Carbon county line, just 
downstream from the confluence of Black 
Canyon Creek and the Bighorn river. 
Reservoir capacity will be 1,357,000 acre- 
feet. The power plant, as contemplated at 
this time, will have an installed ‘“name- 
plate” capacity of 200,000 kilowatts. Re- 


garding this power generation, Commis- 
sioner Bennett stated : 


The Yellowtail power plant will gen- 
erate an estimated 800 million kilowatt- 
hours of hydroelectric energy annually, 
when all four of its 50,000-kilowatt 
generating units go on line in the mid- 
1960’s. This, of course, will be a major 
power supply factor in the Upper Mis- 
souri river basin, and mention of it 
leads me into the second part of my 
discussion here today—the matter of 
future power supply. 


" Piegeene Bennett noted that Sec- 
retary of the Interior Seaton had 
approved power allocations through 1965 
for the Missouri river basin eastern area, 
this being the year when all main stem 
plants, except Big Bend, will be on the 
line. Studies indicate a firm power avail- 
ability in 1965 of 998,500 kilowatts. 
Requests for delivery of firm power in 
1963 now stand at 1,207,926. Commis- 
sioner Bennett indicated that there is the 
possibility that the power supply situation 
can be eased for a brief interim period. 
The bureau is now working on a plan to 
obtain additional power by means of in- 
terchange or purchase agreements to sup- 
plement firm hydroelectric supply through 
1963. At the request of preference cus- 
tomers the plan will contemplate obtain- 
ing and selling supplemental power on an 
“if and when available” basis. In addi- 
tion, the bureau is about to start a study 
of the possibilities of using the federal 
Missouri river basin transmission system 
to create a basin-wide pool of power re- 
sources. 

The commissioner stated that it is ob- 
vious that the Missouri river basin proj- 
ect does not have enough firm power to 
continue to meet the demands of prefer- 
ence customers. The obvious conclusion 
is that co-operatives and all basin prefer- 
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ence customers should begin or complete 
planning for supplemental power sources. 
In spite of the plans to determine the 
feasibility of co-ordinating all area power 
supplies by pooling, Commissioner Ben- 


nett stated that the burden of supply will 
fall on the utilities—co-operative and 
investor financed. He expressed his con- 
fidence that the challenge of the future 
would be met and fulfilled. 





Notes on Recent Publications 


In the August 4th edition of the FortTNIGHT- 
Ly (Vol. 66, No. 3) there appeared on 
page 191 a review of a speech by A. P. 
Hammel, regarding the effects that a nu- 
clear attack might have on the telephone 
industry. Of considerable interest was the 
following statement: 


No doubt you begin to surmise that 
many of our telephone buildings are so 
constructed that they already have fairly 
good fall-out protection. ... 


It seems now that Mr. Hammel’s speech 
was a herald for a publication entitled 
Fallout Shelter Surveys: Guide for Archi- 
tects and Engineers, which has just recent- 
ly been published by the Office of Civil and 
Defense Mobilization. This guide provides 
architects and engineers with up-to-date 
procedures and standards for determining 
the fall-out shelter possibilities of existing 
structures and for modifying structures 
to improve them as fall-out shelters. These 
same standards would, of course, be ap- 
plicable to the designing of fall-out shel- 
ters for new structures. 

The methods of measuring the amount 
of radiation protection in any building 
were developed from radiation penetration 
studies by the National Bureau of Stand- 
ards. The studies were sponsored jointly 
by OCDM and the Department of De- 
fense, with the added co-operation of the 
National Academy of Sciences and the 
Atomic Energy Commission. 

The guide covers shielding fundamen- 
tals and calculations, space and ventilation, 
water supply and sanitation, power sup- 
ply, and community survey procedures. 

The possibility of a nuclear attack is 
certainly an appalling one. However, in the 
present unsettled state of the world the 
possibility is always there. Contrary to ini- 
tial estimates, a nuclear attack would not 


mean instant total extinction of our na- 
tion—recovery would be possible if ade- 
quate preparations are made. The respon- 
sibility resting on the utilities industry in 
the recovery period is tremendous, indeed. 
Emergency plans have already been formu- 
lated by a number of utilities and this new 
publication of the OCDM should help the 
industry evaluate present fall-out protec- 
tion as well as provide some guide lines 
for future construction which might em- 
body shelter areas. 


FALLOUT SHELTER SURVEYS: GUIDE FOR 
ARCHITECTS AND ENGINEERS, issued free 
by the Office of Civil and Defense Mobili- 
zation, Battle Creek, Michigan; pp. 52. 


Tue Atomic Energy Commission has 
published an 80-page report, entitled “The 
Community Impact of Peaceful Applica- 
tions of Atomic Energy” which should be 
of interest to the electric segment of the 
utility industry. 

The report is based on a study made by 
the American Municipal Association un- 
der contract with the AEC. It deals with 
the extent of peaceful uses of nuclear ma- 
terials, the effect of these activities on 
localities and local government functions, 
and the programs of federal and state 
agencies and other groups active in this 
field. Four and a half pages of definitions, 
relative to atomic energy, cover everything 
from “accelerator” to “X-ray.” Also in- 
cluded is a selected reading list and a list 
of educational institutions which have 
graduate training in radiological health 
and related fields. 


THE CoMMUNITY IMPACT OF PEACE- 
FUL APPLICATIONS OF ATOMIC ENERGY, 
Atomic Energy Commission, available 
from the Office of Technical Services, 
U. S. Department of Commerce, Wash- 
ington 25, D. C. Price $1. 
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The March of 
Events 


Packaged Nuclear Plant for 
Antarctica 


7. Atomic Energy Commission has 
announced it will negotiate a contract 
with the Martin Company of Baltimore, 
Maryland, to supply a packaged nuclear 
power plant to be used at McMurdo 
Sound, Antarctica. 

The Martin plant, which is the first 
of several authorized by Congress for 


os 


—_ 


installation in the Antarctic, will cost 
about $3.9 million. It will include a 1,500- 
kilowatt reactor of the pressurized water 
type, moderated and cooled with light 
water. 

Upon completion, it will be shipped to 
McMurdo Sound in units for final assem- 
bly. 

It should be put into operation early 
in 1962, as required by the AEC contract. 


Alabama 


FPC Approves Power Project 
been Alabama Power Company has 

been authorized by the Federal Pow- 
er Commission to build a $40.9 million 
hydroelectric development on the Coosa 
river in Chilton, Coosa, and Elmore 
counties. This development is in addition 
to the $120 million development of the 
Coosa river, for which a license was 
issued in 1957, 


The authorization included plans for 
revising the generating capacity of both 
the Mitchell project and the Jordan No. 1 
plant. Mitchell was to have its generating 
capacity increased to 137,000 kilowatts. 
Jordan No. 1 was to have a new capacity 
of 119,000 kilowatts. Jordan No. 2 will 
initially provide a generating capacity of 
150,000 kilowatts with a provision for 
another 75,000 kilowatts in the future. 


California 


State Seeks Columbia Power 
Bcc ge is trying to get itself con- 
nected to the Bonneville Power Ad- 
ministration so it can tap the surplus 
power produced by that agency. It does 
not want any extension of the preference 
clause on the power beyond Oregon’s 


southern border into California. In fact, 
it would support legislation, if such were 
needed, to guarantee that government 
power agencies would not get most of the 
power supply on a statutory priority 
basis. 

Senators Jackson (Democrat, Wash- 
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ington) and Lusk (Democrat, Oregon) 
are on record as opposing any transmis- 
sion of surplus power from the Bonneville 
system into California, because it might 
lead to honoring preference demands of 
public agencies in the state. They definitely 
would favor legislation to preclude such 
a situation. 

The Senators were aroused originally 
over the Interior Department’s proposal 
to sell surplus power to Pacific Gas and 


Electric Company over a small intertie 
line which would have been built by PG&E 
and California Oregon Power Company. 
This contract is still pending, but has been 
deferred on request of the Senate Interior 
Committee. 

A fight may shape up in Congress dur- 
ing the 1961 session among western states 
which may be against any federal trans- 
mission line exporting kilowatts to Cali- 
fornia. 


District of Columbia 


Seek $500,000 for Transit Plans 
b hme administration in Washington, 
D. C., has sent a request for $500,000 

to the Senate for use by the metropolitan 
Washington transit planning organization. 
With the money the new National Capital 
Transportation Agency would be acti- 
vated. Upon approval of the funds, the 
President will send the names of the 
agency’s top officialsk—an administrator, 
a deputy administrator, and a five-man 
advisory board—to the Senate for action. 
Altogether 54 jobs will be established, 
30 of which would be in planning and 


programing, and five would be in design 
and construction. 

The basic planning—the paper work— 
as well as engineering studies, land acqui- 
sition, and a blueprint of the transit net- 
work, should require about three years to 
complete. This would permit a start on 
subway building by 1964 with the first 
rapid transit train operation possibly by 
1968. 

It is hoped that an interstate com- 
pact might be negotiated by 1962, accord- 
ing to William E. Finley, director of the 
National Capital Planning Commission. 


Florida 


Defers Building Nuclear Plant 


HE need for further research to 

determine the feasibility of using 
beryllium instead of stainless steel as the 
cladding material for the atomic reactor 
which Florida Power Corporation and 
Tampa Electric Company had planned to 
build at Pierce, Florida, has caused the 
companies to defer construction for one 
to two years. 

Originally the plant was scheduled to 
start building this September, with com- 
pletion in 1963. Another reason for the 
delay, according to a company spokesman, 
was the need for reaching a cost-sharing 
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agreement with 14 electric utilities also 
participating in the project. 


When the project was__ initially 
launched, it was estimated it would cost 
about $25 million. Since then this figure 
has gone up to $29 million and if beryl- 
lium is substituted for steel, a sizable ad- 
ditional amount will be required. (Tampa 
Electric, by comparison, is installing a 
175,000-kilowatt, coal-fed plant at a cost 
of about $17 million—which indicates 
how much more the atomic plant will cost 
relatively for a 50,000-kilowatt capacity 
plant.) 

AEC is contributing half the research 
and development cost of the nuclear plant, 
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with the other 50 per cent coming from the 
two Florida companies in conjunction 
with the East Central Nuclear Group, 


THE MARCH OF EVENTS 


which is composed of 14 electric utilities 


in the Ohio valley and neighboring 


areas. 


Georgia 


Rapid Transit for Atlanta 

A integrated transportation system 

based on a bold modern concept has 
been advanced for the metropolitan area 
of Atlanta. The report contemplates mass 
transportation by three co-ordinated meth- 
ods: 1. High-speed rail rapid transit on 
exclusive grade-separated right of way 
with nine outlying stations; (2) mass 
transit vehicles on surface streets—diesel 
or self-contained electric buses or better 
—operating as feeders to stations on the 
rapid transit lines and providing short-haul 
transportation between stations and to 


downtown; (3) distribution in the heart 
of the downtown area by “carveyor”’— 
an adaptation of the moving sidewalk— 
available only to private motorists who 
park on the fringe of the downtown area, 
and to pedestrians. 

It was also proposed that the state create 
a Metropolitan Transit District compris- 
ing the six-county Atlanta area, admin- 
istered by an authority with power to con- 
struct rapid transit systems, including 
related distribution facilities, and to issue 
bonds to cover construction costs that can- 
not be feasibly met through user revenues. 


Illinois 


Asks Gas Delivery Hike 
| onion Gas LicgHT AND COKE Com- 

PANY has filed a petition with the 
Federal Power Commission asking permis- 
sion to increase the daily delivery capacity 
of two of its long-distance pipeline sub- 
sidiaries by 100 million cubic feet in 1961 
at a cost of $23.7 million. If the expansion 
program is approved, it would increase the 
daily deliverability of Peoples Gulf Coast 
Natural Gas Pipeline by 60 million cubic 
feet to 669 million and Natural Gas Pipe- 
line Company of America’s by 40 million 


to 870 million. Both are subsidiaries of 
Peoples Gas. 

Of the 100 million cubic feet of added 
capacity, 73 million would be channeled 
into the Chicago area. Northern Illinois 
Gas Company would get 30 million cubic 
feet, Peoples Gas 21 million, Northern 
Indiana Public Service Company 15 mil- 
lion, and North Shore Gas Company 7 
million. It is hoped that the proposed 
facilities for the additional gas can be put 
into operation by 1961, according to 
Eskil I. Bjork, chairman of Peoples Gas. 


Kentucky 


TVA Limits Site Search to State 


Baw TVA is reported to be concentrat- 
ing its search for a site to build a 
steam-electric power plant to southeastern 
Kentucky, according to Republican Sena- 
tors Cooper and Morton. TVA Board 
Chairman Vogel told them that engineer- 
ing studies are progressing steadily and 
early indications are that all factors seem 


to be favorable for a site location in that 
area. TVA engineers have been conducting 
studies near Artemus in Knox county. 

The steam plant authorized for the 
eastern TVA areas will ultimately cost 
between $300 and $400 million. It will 
consume 4 to 6 million tons of coal an- 
nually. The first unit of the proposed 
plant will cost $100 million. 
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Oregon 


Labor Backs Down on 
Public Ownership 
ie the Oregon AFL-CIO state 

convention delegates who met in 
Pendleton, Oregon, August Ist to 5th, 
generally favored federal development of 
major river projects, they backed away 
from sponsorship of any future legisla- 
tion to establish an Oregon State Power 
Commission, They said that in the event 
others should sponsor such legislation it 
must contain provisions to guarantee the 
right of collective bargaining by the em- 
ployees of the commission, and provide for 
final and binding arbitration on wage 
disputes and grievances. 


At the same time, the convention dele- 
gates expressed skepticism of the ability 
of the state to enter into binding labor 
agreements because they also stipulated 
that “such legislation must contain a provi- 
sion that the foregoing protections to 
organized labor shall not be separable from 
the entire act, in the event they are later 
declared to be unconstitutional.” 


An effort of a public power group to 
put a state power commission bill on the 
Oregon ballot by voter initiative in 1958 
failed when not enough support could be 
generated to obtain the necessary signa- 
tures. 


Pennsylvania 


PUC Drops Power Probe 
A investigation by the state public 


utility commission of the earnings 

of Metropolitan Edison Company of 
Reading, Pennsylvania, has been discon- 
tinued because studies disclosed the 
utility was not making excessive profits. 
The commission reported that an analy- 
sis of the company’s operations for the 12- 
month period ending March 31st showed 


it was earning around 6 per cent. Oper- 
ating revenue for the twelve months was 
listed at $50,193,000, and expense at $37,- 
380,000, including state and federal in- 
come taxes. The annual return (or net) 
was $12,812,000, representing an approx- 
imate yield of 6 per cent, which is the ap- 
proximate amount the state superior court 
generally holds is fair for public utility 
profits. 


Texas 


FPC Tries to Void Escalation 
Clauses 

HE Federal Power Commission, con- 

sistent with its efforts to eliminate 
price escalation clauses in natural gas 
contracts, has told, in effect, seven south 
Texas gas producers they probably would 
get better future prices for their gas if 
they struck periodic increases from their 
contracts. The objective of the FPC is 
to head off higher consumer prices before 
it has a chance to investigate them, as well 
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as ease its harassing administrative 
burden. 

In the case of producers in Aransas, 
Calhoun, Brazoria, and Galveston counties 
being authorized to sell gas at 20 cents a 
thousand cubic feet to Peoples Gulf Coast 
Natural Gas Pipeline Company, a sub 
sidiary of Peoples Gas System, Chicago, 
the FPC specified that escalation clauses 
were to be changed to provide only one 
three-cent per thousand increase after ten 
years. 
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Trends and Topics 


Discrepancies among Tax Value, Rate Base Value, and 
Real Value 


F gman announcement by the Oregon Tax Commission as to ratios which 
counties must apply to the “true cash value” in determining assessed 
values of utility property directs attention to the inconsistent use of the word 
“value.” Utilities in some states are taxed on the basis of property value as 
distinguished from cost, while rates are based upon original cost of property 
less depreciation. This rate base is often termed “fair value.” 


Disregard of True Value for Tax Purposes 


Political expediency calls for low valuation of property for tax purposes, 
although equality is the important factor. If the assessed value of all property 
were doubled, in recognition of present values, and if the tax rates were cut 
in half, the tax paid would not change. Some states prescribe tax value equal 
to real value, and local assessors disregard the law. In New York state, for 
example, the law provides that property shall be assessed at “full value” for 
tax purposes, but disregard of this law by local assessors requires that a 
State Equalization Board examine assessments and fix the percentages of 
full value for local tax districts in order to avoid discrimination in such 


matters as state aid. 


Tax Value as Evidence of Rate Base Value 


The general rule in rate cases seems to be that assessed value has very 
little weight in determining the rate base, although some authorities have 
given consideration to this evidence. The Indiana supreme court decided 
against the use of the tax value of land for rate-making purposes, where a 
statute provided that the rate of assessment on lands should not exceed 334 
per cent of market or sale value (12 PUR3d 320). The Indiana commission 
said that tax values, less than 45 per cent of net investment, had little, if 
any, weight as an element of fair value in a rate case (2 PUR3d 184). 

The Montana commission expressed the belief that, standing alone, assessed 
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value is not a good criterion of physical value but that it does have a relation- 
ship with other factors and should be considered. The commission studied 
records of various assessment rolls involved. The general auditor for the 
State Board of Equalization had testified that the assessed valuation was 
about 80 per cent of full value. He explained that capitalized net and stocks 
and bonds were taken as part of a formula used by the board, but the com- 
mission said there was no consideration of reproduction or original cost and 
that the vagueness surrounding the precise standards used left the commission 
in considerable doubt as to reliability of assessed value as a measure of plant 
value (23 PUR3d 233). 

Similar views had been expressed previously (1 PUR3d 167; 1 PUR3d 
215). 

Persons protesting against a rate increase for Lincoln Telephone & Tele- 
graph Company introduced evidence of the assessed value of the company’s 
property and urged the commission to adopt such value for rate-making 
purposes. The commission said that some courts denied the admissibility of 
such evidence, but the commission had considered it and did not deem it to be 
of substantial weight for rate-making purposes (71 PUR NS 129). 

The Massachusetts commission in one case said that the plant investment 
less depreciation substantially corresponded to the value of the property placed 
upon it by the local assessors. This judgment, it was said, might be accepted as 
some evidence of value (36 PUR NS 369). 

The New York commission, in a proceeding relating to accounting, said 
that it was “perhaps superfluous” to remark that the commission could not be 
governed either in valuation or accounting procedure by valuations for tax 
purposes made on utility property by local tax district assessors. If, in fact, 
the tax burden was oppressive, as a result of the high assessment, the result 
was rather to depress the real value of the property, not to raise it, and this 
was the only inference relevant to the proceeding which could be drawn from 
the evidence on assessments. A witness had testified that he had made 
strenuous efforts to secure reduction in assessments but failed to do so (50 
PUR NS 101). 

The North Carolina commission said it was aware that value for tax pur- 
poses is not the same as value for rate purposes. Property is not ordinarily 
assessed for taxation at its full value. But although tax value is not identical 
with value for rate purposes, it may properly be taken into account (7 
PUR NS 21). 


City Not Bound by Tax Assessment 


A public utility company, in a case before the Michigan commission, claimed 
that a city was estopped from contending that the fair value of property 
was less than the amount at which the city had assessed it. The commission 
did not agree. It said valuations for purposes of taxation and for purposes 
of rate making are not necessarily the same. The assessing officers had never 
made a detailed study of the utility even in an endeavor to fix its value for 
taxation purposes (PUR1923C 453). 
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Overlapping of Tax and Rate-making Duties 


The Tennessee commission, in a proceeding in which municipalities peti- 
tioned for a reduction of rates of Southern Bell Telephone & Telegraph Com- 
pany, noted that the commission, under the state law, also acts as an assessing 
board and places values for taxation purposes upon railroad and public utility 
properties. The commission said, however, that in fixing value for taxation 
purposes it has before it elements that do not enter into valuations for rate- 
making purposes, or that, if considered, very little weight should be given 
to them. The commission took into consideration, for rate-making purposes, 
its judicial knowledge of how this tax value was arrived at and determined 
and what elements were given consideration (6 PUR NS 464). 

The Utah supreme court considered at some length the relationship between 
rate base value and the tax base in a proceeding to compel public utility cor- 
porations to report to the commission on the value of property under statutes 
relating to valuation for rate-making and for taxation purposes. The court 
ruled that a statute providing for such reports and for entry of such values 
as a maximum rate base, subject to commission changes, must in this suit 
be considered and construed together with a statute passed at the same session 
of the legislature providing for assessment of public utility property by the 
tax commission at the amount so recorded, when it appeared that there was 
a single plan for the double purpose of assessment for taxation and valuation 
for rate making. 

The court said that the problems of determining fair value as a rate base 
and value for taxation purposes are extremely complex and have given courts 
and economists no end of concern. The legislature had attempted “by one 
single stroke” to solve problems that had baffled the courts ever since gov- 
ernment had been controlling rate making by public utilities. The court said 
that many of the factors are common to both types of valuation, but em- 
phasis is placed at different ends of the scale, emphasis in valuation for rate 
making being placed upon historical or reproduction cost and emphasis in 
valuation for taxation being placed upon earning power and market value 
of stocks and bonds. Fair value as a rate base and value in money for tax 
purposes, said the court, are not necessarily the same. 

The statutes providing for recording utility reports of property value as the 
maximum rate base and providing that they should be accepted by the tax 
commission as the basis for taxation, in the opinion of the court, constituted 
an attempt by the legislature to compel the tax commission to use a valuation 
basis for assessment of utilities which was, or might under some circumstances 
be, different from the value of the property in money, contrary to the re- 
quirement of the Constitution. The legislature was held to be without power 
to deprive the tax commission of its constitutional authority to assess public 
utilities and to adjust and equalize the assessment and valuation of property 
by placing the power of valuation for tax purposes in the hands of the public 
service commission (24 PUR NS 305). 
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Review of Current Cases 


Return Exceeding Actual Cost of Money to Electric 
Company Upheld by Court 


je supreme court of Illinois affirmed 
an order of the Illinois commission 
(26 PUR3d 369) authorizing a smaller 
electric rate increase than that requested 
by lowa-Illinois Gas & Electric Com- 
pany. In so doing, the court reversed a 
trial court judgment which had reversed 
and set aside the order. 

The commission had found that a re- 
turn of 5.85 per cent represented a fair 
rate of return after allowing for all op- 
erating expenses. After considering all 
available data, it had also concluded that 
the actual cost of the company’s capital- 
ization, as opposed to the hypothetical 
present cost of capital, was 5.44 per cent. 
Noting that it had examined the entire 
record before the commission, the court 
said that while the precise mathematical 
method employed by the commission and 
the company might be mooted in economic 
debate, it could not say that the commis- 
sion’s finding was clearly against the 
manifest weight of the evidence. 

The court said that while a proper 
judicial review of commission orders re- 
quires a study of the reasonableness of 
the specific findings supporting the ulti- 
mate determination of rates, it need not 
ignore the ultimate result of the order. 
In this case it would result in an increase 
of 34 per cent in revenues before taxes 
and an increase of over 7 per cent in net 
income after federal taxes. 


Fair Value 


The commission had found that the de- 
preciated original cost of the company’s 
facilities allocated to Illinois was $25,- 
547,452 and depreciated reproduction cost 
was $46,092,122. The court held that 
there was ample evidence in the record to 
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sustain these figures. The commission had 
further found that the fair value of the 
property allocated to Illinois was $31.6 
million. 

The company complained of this find- 
ing, claiming that the rule of the Illinois 
Bell case (98 PUR NS 379) required 
the commission to give at least equal 
weight to reproduction cost as compared 
with original cost. It argued, therefore, 
that the finding of fair value was against 
the manifest weight of the evidence be- 
cause it was equivalent to a weighting of 
approximately 25 per cent reproduction 
cost depreciated and 75 per cent original 
cost depreciated. The court disagreed, say- 
ing that all it held in the Illinois Bell 
case was that was unreasonable to totally 
ignore reproduction costs and certain 
other pertinent factors. 

Sufficiency of Findings 

The commission had carefully con- 
sidered and made findings as to the al- 
location of facilities between Illinois and 
Iowa—the other state in which the com- 
pany operated—the depreciated original 
cost, and the depreciated reproduction 
cost. It had further considered the 
methods used to determine the foregoing 
figures and the lack of evidence with 
respect to obsolescence. In fact, the re- 
production cost study showed that many 
items were from 220 to 300 per cent over 
original cost, thereby indicating consider- 
able age and possible obsolescence. The 
court said that consideration of the com- 
plex record in this case gave reason to the 
rule that the determination of fair value 
is peculiarly a matter for the commission, 
which has expert knowledge and great 
experience in these matters. 
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Statutory Concept of Fair Value 

The court could not agree that the 
statutory concept of fair value for rate- 
making purposes can be reduced to a 
mathematical formula. It observed that 
fair value of the property of vast utilities 
cannot be resolved by “pithy slogans of 
willing buyers and willing sellers” or “the 
sometimes useful half-truth that the 


worth of a thing is the price it will bring.” 
Fair value must be determined by sound 
judgment based upon careful examina- 
tion of data which are oftentimes com- 
plex. 

It is not susceptible of exact de- 
termination. Jowa-Illinois Gas & E. Co. 
v. Illinois Commerce Commission, 167 
NE2d 414. 


Weather Given Consideration in Return Allowance 


f ime Georgia commission held that 
variations in the weather, within cer- 
tain reasonable limits, are a normal op- 
erating risk of a gas company. As such, 
it should be given consideration in the 
determination of a fair rate of return. 

The commission set forth the factors 
pertinent to a determination of the return 
allowance. 

A utility is entitled only to that re- 
turn on its investment which will keep 
whole the investment and will induce in- 
vestors to place capital at the disposal of 
the utility. Such return should cover the 
charges on debt, the dividends on pre- 
ferred stock, and a reasonable return on 
common equity. While the opinion of 
management as to the total dollar require- 
ment of the utility deserves consideration, 
standing alone, it lacks substantial weight. 

The commission held that the current 
cost of money was not less than 6.25 per 


cent under normal operating conditions. 
In addition to that amount, it granted an 
additional one-half of one per cent in or- 
der specifically to provide for the possi- 
ble adverse effects of unusual or abnor- 
mal weather conditions. 

In determining the rate base, the com- 
mission rejected trended original cost. 
The use of such a measure of value, par- 
ticularly the use of the Handy-Whitman 
indices, does not warrant substantial con- 
sideration, the commission said. 

The order directed the company to 
amend its schedules to permit customers 
to transfer firm gas requirements between 
operating localities, provided such locali- 
ties were served from the same pipeline 
delivery point and the company had the 
physical facilities available to permit such 
transfer of firm demands. Re Atlanta Gas 
Light Co. File No. 19367, Docket No. 
1480-U, May 31, 1960. 


Review of Exchange Classifications and Rate Structure 
Ordered upon Grant of Telephone Rate Increase 


i TELEPHONE COMPANY OF 
InpDIANA, INC., obtained authority 
from the Indiana commission to increase 
its net revenues by nearly one million dol- 
lars. This will result in a rate of return 
of 6 per cent on a fair value rate base, 
according to the commission’s calcula- 
tions, 


The company furnishes exchange and 
toll service in 305 communities through 
93 exchanges and 109 central offices lo- 
cated generally in the northern two-thirds 
of Indiana. It has a 46.7 per cent debt 
ratio, which was found to be reasonable. 
Ninety-six per cent of the company’s out- 
standing common stock is owned by Gen- 
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eral Telephone & Electronics Corporation. 
The prices which the company pays af- 
filiates for supplies and equipment are 
competitive, being equal to or less than 
prices paid by other independent telephone 
companies. Advisory services are pro- 
vided by an affiliate at cost. The company 
has expanded rapidly to meet the demand 
for service, and further expansion is an- 
ticipated. 

A proposed amortization of rate case 
expense Over a two-year period was con- 
sidered unduly pessimistic. A four-year 
period was prescribed. In estimating 
future maintenance fund requirements, 
the commission deducted a judgment 
amount from maintenance expense for 
the test year in consequence of “unusually 
excessive” storm damage during the 
period. 


High Cost of Capital Claimed 


Had the increase proposed by the com- 
pany been allowed, the rate of return 
would have amounted to 6.7 per cent. 
Some testimony sought to show a cost of 
capital approaching 8 per cent, with a 
necessary return on equity capital of 114 
per cent to 1243 per cent. The commission 
apparently gave no considerable credence 
to this testimony in view of its allowance 
of a 6 per cent rate of return. In any 
event, it was observed that cost of money 
is not synonymous with rate of return, 
though it is one of the factors seriously 
to be considered. 


Valuation Calculations 


At the end of June, 1959, the de- 
preciated original cost of the company’s 


plant in service was about $71 million, 
not including plant under construction or 
materials and supplies. An estimate of 
trended cost depreciated amounted to ap- 
proximately $104 million. A commission 
engineering report showed depreciated 
original cost at somewhat over $72 mil- 
lion. The commission found a fair value 
of not less than $82.5 million, taking into 
consideration original cost depreciated 
and current cost less depreciation, as well 
as the cost of bringing the property to its 
present state of efficiency. Materials and 
supplies were allowed. Cash working capi- 
tal was disallowed since there were ample 
tax and other accruals to offset the cash 
requirement. Good will and going concern 
value were not considered. 


Exchange Classification and Rates 


Serious difficulties arose in approving 
tariffs for the company’s many exchanges. 
The large metropolitan areas in which 
the great bulk of the proposed increase 
would be drawn were enjoying lower 
rates than many of the smaller exchanges. 
The commission agreed with the company 
that the general classification proposed, 
based on available calling area, was a 
proper proposal. However, the overall in- 
crease authorized would not be adequate 
to enable the company to set up the classi- 
fication it desired on the proposed basis. 
The commission found that the company 
should revise its classifications and rate 
structure, giving due consideration to the 
revenues here authorized and the number 
of primary stations available. Re General 
Teleph. Co. of Indiana, Inc. No. 28196, 
May 27, 1960. 


Mutual Telephone Company Area Assigned 
To Regulated Company 


served by an unregulated mutual tele- 
phone company were entitled to receive 


HE Missouri commission ruled that 
residents of an area inadequately 
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adequate service from a regulated com- 
pany. Such an area was said to be con- 
sidered as uncertificated territory. 

The commission is not empowered to 
compel the mutual company presently 
purporting to serve the area to improve 
its service or rehabilitate its facilities. 
Nor can it require restoration of mutual 
company service which has been discon- 
tinued. The commission has no jurisdic- 
tion over a mutual company. 

Regulatory authority was conferred 


Transfer of Unused 


i hee Oregon supreme court upheld a 
commission order which denied a 
proposed transfer of motor carrier au- 
thority to carry bulk petroleum, even 
though the transfer was between the hold- 
er, a sole proprietorship, and its newly 
formed corporate entity. 

Under the controlling Oregon statute 
the commission must conduct a hearing 
and determine whether a proposed trans- 
fer is in the public interest when the ap- 
plication is competitive or protested, as 
was the situation in the instant case. The 


e 


upon the commission in order to secure to 
the public all the advantages of competi- 
tion in obtaining fair rates and good serv- 
ice, and also to protect against the dis- 
advantages of competition. The public 
does not enjoy such protection when 
served by an unregulated company. A 
regulated company was, therefore, author- 
ized to extend the boundaries of its ex- 
change to include the contested territory. 
Re Grand River Mut. Teleph. Corp. Case 
No. 14410, June 22, 1960. 


Carrier Rights Denied 


3 


commission had found on substantial evi- 
dence that the holder of the permit had 
never carried petroleum, had no tank 
trucks, and had received no requests for 
such service. Furthermore, it appeared 
that existing carriers provided adequate 
service, 

There is no property right in a com- 
mission permit, the court noted, and 
no vested rights can be accrued by one 
permit holder for transfer to an applicant 
for another permit. Bend-Portland Truck 
Service, Inc. v. Flagg, 351 P2d 1117. 


Amortization of Previous Rate Case 
Expenses Disallowed 


show New Jersey commission refused 
to allow a water company to amortize 
an amount designated as “unamortized 
balance of previous case” in a later rate 
proceeding. The commission cited its pre- 
viously expressed policy of allowing for 
rate case purposes the amortization of 
only the expenses of the current proceed- 
ing. 
Return on Original Cost 


A modified rate increase was granted, 
which would produce a return of 6 per 
cent on the end-of-period original cost 


351 


rate base. The commission had rejected 
the company’s estimate of reproduction 
cost as a proper measure of value. The 
commission noted inherent weaknesses in 
a valuation based upon reproduction costs. 
The use of such figures are not justified 
for items that no one would want to re- 
produce. 

The company’s net investment rate base 
figures were also considered improper. 
Some of the elements in the development 
of the net investment bases included not 
only property at original cost, but also an 
appraisal figure determined at the time 
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the company merged in 1930, unrecorded 
retirements, and items which could not 
be specifically identified. 


Rate Base Adjustments 


Accrued depreciation attributable to 
contributions in aid of construction and 
customers’ advances for construction 
added to the company’s rate base calcula- 
tions were disallowed because provisions 
for depreciation had been taken upon all 
of the depreciable property. 


Another adjustment related to the com- 
pany’s claim for a cash working capital 
allowance. The funds were required for 
the sole purpose of changing the com- 
pany’s method of billing in advance to 
billing in arrears. The commission held 
that there was no compelling reason for 
the company to change its billing method 
and, therefore, disallowed the cash work- 
ing capital claim. Re Laurel Springs 
Water Works Co. Docket No. 603-234, 
July 14, 1960. 


State Commission Denied Jurisdiction over Contract Sales 
By Gas Producer to Generating Plant 


hese gas producer furnishing 
contract gas to an electric company 
for use as boiler fuel in the generation of 
electricity is not a public utility subject to 
the jurisdiction of the state commission, 
the California supreme court ruled. 

Richfield Oil Corporation, an oil and 
gas producer, had contracted to furnish 
gas for boiler fuel to Southern California 
Edison Company, a public utility, at the 
new Mandalay steam-electric generating 
plant which is located in the certificated 
service area of Southern Counties Gas 
Company, a regulated utility. Southern 
Counties objected to the invasion of its 
territory by Richfield. The California 
commission had held that Richfield was a 
public utility subject to its jurisdiction 
and ordered the producer to discontinue 
deliveries to Edison since the producer 
refused to apply for a certificate and sub- 
mit to regulation. 

The state high court annulled the or- 
ders. 


Dedication of Property Essential 


Edison pointed out that Southern 
Counties could offer it only interruptible 
service, which would not satisfy its needs, 
while Richfield was willing to deliver a 
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dependable supply over a long term. 
Southern Counties and the commission 
contended that it would defeat the public 
interest to permit a major producer of 
gas to commit a significant fraction of the 
state’s gas reserves to a major consumer 
without regulation. They argued that a 
gas utility such as Southern Counties, in 
order to operate economically, must have 
interruptible customers who can take gas 
when it is not needed by firm customers, 
and who can switch to oil when gas serv- 
ice is interrupted. 

The court recognized that the state 
legislature could constitutionally provide 
for the regulation of Richfield’s service 
to Edison. But this question would not 
arise unless the commission had been 
vested, either by the California Constitu- 
tion or legislation, with jurisdiction over 
Richfield. It was not contended that the 
commission’s orders were based on its 
power to regulate Edison. 

Richfield contested the commission’s 
jurisdiction over it on the ground that its 
property had not been dedicated to a 
public use. Dedication, it was said, is im- 
plicit in the constitutional and statutory 
definitions of public utilities as utilities 
rendering services “to or for the public” 
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(under the Constitution) or “to or for the 
public” (under the Public Utilities Code). 

On the other hand, Southern Counties 
argued that dedication of property to a 
public use is different from service “to or 
for the public” or “to the public or any 
portion thereof,” and that the require- 
ment of dedication was engrafted onto the 
statutory provisions by the court to meet 
constitutional objections under the due 
process clause of the United States Con- 
stitution. It was further contended that 
the constitutional objection had not sur- 
vived the scrutiny of the United States 
Supreme Court. 

Even assuming that dedication as a 
prerequisite to regulation was imposed 
initially on the broad language of the 
Public Utilities Act solely to meet consti- 
tutional objections that are no longer 
valid, said the California supreme court, 
nevertheless, in view of the history of the 
act and the substantial reliance on its con- 
sistent interpretation and application by 
the court and the commission for more 
than forty years, it must be concluded 
that the legislature by re-enactment of the 
definitions of public utilities without 
change has accepted and adopted dedica- 
tion as an implicit limitation on their 
terms. 


Pipeline Construction Authority 


Next, Southern Counties contended 
that even if Richfield was not subject to 
regulation as a gas corporation, it was 
required to secure a certificate of public 
convenience and necessity to construct a 
pipeline from its fields to Edison. A sec- 
tion of the Public Utilities Code requires 
a certificate to be secured by specified 
utilities, including a gas corporation, for 
the construction of a line, plant, system, 
or extension. The court noted, however, 
that in the past the commission has in- 
terpreted this provision as applicable only 


to public utilities, and it agreed with this 
administrative interpretation. 


No Actual Dedication 


The question whether Richfield had 
dedicated a part of its property to a pub- 
lic use remained. To support its finding 
that Richfield had dedicated its gas re- 
serves over and above its own require- 
ments, the commission relied on Rich- 
field’s disposition of its surplus gas. 
Richfield has refused to sell gas to indus- 
trial users, and it had no plans to sell gas 
except to Edison and to several gas utili- 
ties for peaking purposes. 

The resolution of conflicts in testimony 
relating to the dedication of reserves for 
peaking purposes was for the commission, 
the court indicated. And the question re- 
mains open, for the commission did not 
limit its assertion of jurisdiction to Rich- 
field’s peaking service. It asserted jurisdic- 
tion over all of Richfield’s gas reserves 
and facilities not needed for the pro- 
ducer’s own use. 

But Richfield’s service to Edison was 
a new service supported by recently ac- 
quired reserves not dedicated to peaking 
services, 

Nor did the producer dedicate such 
reserves by agreeing to sell gas to 
Edison, said the commission. That sale 
was made to a selected customer and like 
service was denied to others. 


Common Carrier Dedication Argued 


Finally, Southern Counties and the 
commission sought to show that Richfield 
had dedicated to public use its pipeline 
through which it supplies Edison and 
that it was, therefore, a public utility at 
least in its use of that line and subject 
to regulation to that extent. This conten- 
tion was based on a common carrier con- 
dition in Richfield’s federal permit to 
build its line across federal lands. Under 
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federal law Richfield had agreed to op- 
erate the line as a common carrier. 

But Richfield, the court observed, uses 
its pipeline solely to transport its own gas 
in the course of its nonpublic utility ac- 
tivities and does not seek to use it for the 
common carriage of gas. Furthermore, it 
may never be called upon to do so. The 
state Public Utilities Act is not concerned 
with Richfield’s purely nonpublic utility 
activities, and the statute’s certification 
provisions may not, therefore, be invoked 
to prohibit the use of facilities for non- 
public utility activities merely because 


Richfield may be called upon in the future 
to make the facilities available for public 
use. 

When and if Richfield is called upon to 
make its pipeline available for the com- 
mon carriage of gas, said the court, it may 
then be determined whether its private 
use must be curtailed to avoid conflict 
with any obligation to the public which it 
assumed in accepting the federal permit 
subject to the common carrier condition. 
Richfield Oil Corp. v. California Pub. 
Utilities Commission et al. S. F. 20302 
et al. July 1, 1960. 


Freedom from Competition Not Guaranteed 


HE Pennsylvania superior court, in 
affirming the commission’s grant of 
additional operating rights to a motor 
common carrier of passengers, stated that 
no carrier has a right to be guaranteed 
freedom from competition. It appeared 
that a protesting carrier desired to retain 
a monopoly which the discontinuance of 
another carrier’s operations had created. 
The applicant in this case had been seek- 
ing group and party rights which the de- 
funct carrier had formerly exercised. 
The primary object of the public serv- 
ice laws, pointed out the court, is not to 
establish a monopoly or to guarantee the 
security of investment in public service 
corporations, but first and at all times to 
serve the interests of the public. Whether 
there shall be competition in any given 
field, and to what extent, is largely a mat- 
ter of policy and an administrative ques- 
tion left to the sound judgment and dis- 
cretion of the commission. The court will 
not disturb a commission order unless it 
is clearly shown to be without support in 
the evidence, or so arbitrary, capricious, 
and unreasonable as to amount to an 
error of law or a violation of constitu- 
tional rights. 
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Burden of Proof 


Where an applicant seeks to enlarge his 
authority, the court said, the burden of 
proof is upon the applicant to establish 
the need for additional service, the in- 
adequacy of existing service in the area, 
and his ability to render the proposed 
service. 

No particular type of evidence is 
required to meet the burden. The only 
requirement is that the evidence as a 
whole be legally sufficient to support the 
commission order. No matter how unim- 
pressive the testimony of the witnesses 
for the applicants might be, if it is com- 
petent testimony, the weight is for the 
commission to decide. 


The court held that the evidence did 
support the commission’s grant of the ad- 
ditional operating rights. It was for the 
commission to determine whether the 
available equipment and facilities were 
sufficient to meet the public demand. It 
was for the commission to determine the 
propriety of permitting competition in a 
particular field in a specific locality. 
Reeder v. Pennsylvania Pub. Utility Com- 
mission et al. No. 201, June 15, 1960. 
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Officers’ Salaries Excessive 


i es Connecticut commission, pursu- 
ant to a legislative mandate to in- 
vestigate the rates and services of an elec- 
tric company, held that the evidence 
presented concerning the duties performed 
by the officers of a comparatively small 
electric utility was not persuasive enough 
to justify the salaries paid. The treasurer 
of the company was retired and his serv- 
ices were generally those of a consultant. 
Payments made to him, in the commis- 
sion’s opinion, should more properly have 
been regarded as a dividend on his stock 
holdings rather than an expense of con- 
ducting the utility business. 


The commission noted the difficulty of 
attempting to evaluate reasonable salaries 
in relatively small utilities. Salaries paid 
officers, it said, should not absorb an ex- 
cessive proportion of revenue. Taking into 
account the fact that the electric utility was 
a closely held company, the commission 
thought there might have been a greater 
tendency to pay funds to the owners of 
the company in the form of salaries rather 
than dividends. For rate-making purposes, 
the salaries were adjusted downward. 


Rate Comparisons 


Customers had complained that rates 
paid were materially higher than those 
charged by other electric companies in 
Connecticut. The commission pointed out 
that, in passing upon the reasonableness of 
rates, it had to evaluate the needs of each 
company upon its own merits. Rates could 
not be prescribed on the basis of compari- 
son with rates of other utilities. 


Customer Rate Discrimination 


The company was directed to file re- 
vised rates which would yield substantially 
the same amount of gross revenues ob- 


tained in 1959, but which would eliminate 
unwarranted discrimination among classes 
of ratepayers. Rate disparities among 
various classes of customers resulted in 
seasonal-residential and __ street-lighting 
customers being serviced at a loss and 
commercial patrons providing a return of 
almost 36 per cent. Continuation of such 
a situation was considered unconscionable. 
The revised schedules would provide a 
return of 5.26 per cent on an original cost 
rate base. 


Unnecessary Employee 


The commission disallowed the com- 
pany’s claim for $3,560, representing 
wages paid for services of an employee 
whose duties, with respect to the com- 
pany, consisted largely of relaying to 
other employees calls received on week 
ends, concerning service problems. In the 
commission’s opinion, the company had 
not fully explored alternative methods of 
providing this service. The listing of key 
employees’ telephones at a nominal 
monthly cost or engaging the services of 
a commercial answering service were two 
such alternatives, and the cost of either 
would not exceed $500 per annum. There- 
fore, the company’s distribution expenses 
were adjusted downward by $3,060. 


Professional Consultant 


The company had expended almost 
$10,000 for the services of various pro- 
fessional consultants engaged to make spe- 
cial rate studies. These unusual and non- 
recurring expenses should not fairly be 
charged against the income for any one 
year, held the commission. They should 
be amortized over a five-year period. Re 
Bozrah Light & P. Co. Docket No. 9850, 
July 15, 1960. 
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State Wins Damages for Pipeline Crossing of 
Navigable River 


T HE Arkansas supreme court held sev- 
eral natural gas pipeline companies 
liable in nominal damages to the state of 
Arkansas for constructing pipelines under 
the bed of the Mississippi river without 
obtaining proper consent from the state, 
even though they had certificates from the 
Federal Power Commission authorizing 
construction of the lines. A state owns the 
land under a navigable stream within its 
boundaries. 

The companies did not invoke their emi- 
nent domain power conferred by the Nat- 
ural Gas Act. 

The chief contention advanced by the 
companies was that the Natural Gas Act 
gave the Federal Power Commission au- 
thority to grant permits to cross the beds 
of navigable waters with interstate pipe- 
lines, and that certificates granted by the 
commission carry with them permits to 
make such crossings. 

Not only does the act fail either spe- 
cifically or impliedly to give the commis- 
sion authority to grant such permits, said 
the court, but if there is any implication 
one way or the other, it is to the effect 
that the commission does not have such 


authority. However, state lands are sub- 
ject to be taken by eminent domain. 

The court indicated that Congress did 
not grant any easements to the pipeline 
companies with respect to the beds of navi- 
gable rivers, and a company having no 
authority from Congress cannot legally 
lay a pipeline under the bed of a navigable 
stream separating two states, without the 
consent of the states involved. 


Interstate Commerce Unobstructed 


Nor did the state’s action to recover 
damages tend to obstruct or interfere with 
interstate commerce, the court held. While 
the state could not prevent interstate cross- 
ings of the Mississippi, neither had it re- 
fused to permit the laying of the lines. 

Finally, it was argued that a state statute 
giving domestic corporations the right to 
lay pipelines across navigable streams dis- 
criminates against foreign corporations. 
The court noted that this is, in effect, the 
same right as the companies had under 
their right of eminent domain—a right 
they failed to exercise. Tennessee Gas 
Transmission Co. et al. v. Arkansas ex rel. 


Attorney General, 335 SW2d 312. 


Distribution Order Relating to Abandonment 
Gas Vacated 


IN the instance of Michigan Consoli- 
dated Gas Company, the United 
States appeals court for the District of 
Columbia vacated a Federal Power Com- 
mission order which approved a proposal 
by Panhandle Eastern Pipe Line Company 
to distribute 157,000 Mcf of gas per day 
among its resale customers pending final 
determination of a prior order permitting 
Panhandle to abandon service of 127,000 
Mcf of this gas to Michigan Consolidated. 
The remaining 30,000 Mcf became avail- 
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able by an expansion in Panhandle’s trans- 
mission facilities. 

The court knew of no reason why the 
127,000 Mcf should not be returned to 
Michigan Consolidated pending final ap- 
proval of the abandonment. But the court 
is not equipped, it was noted, to allocate 
gas between competing parties. The com- 
mission could better assess where the bal- 
ance of hardship would lie if the gas were, 
or were not, returned to Michigan Con- 
solidated pending final determination of 
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the abandonment. In order to give the 
commission an opportunity to make this 
determination, the court vacated the allo- 
cation order and remanded the case. The 
commission will be free to (1) maintain 
the status quo, (2) return all of the gas 
to Michigan Consolidated, or (3) order 
some division of the gas between Michigan 
Consolidated and Panhandle. 

It appeared that Panhandle and its cus- 
tomers acted at their own risk in attaching 
new loads under the distribution order, 
since the court, in allowing the abandon- 


ment order to take effect pending appeal, 
had cautioned the parties that they acted 
at their own risk. 

With respect to the remaining 30,000 
Mcf of increased capacity gas, Michigan 
Consolidated objected that it had been 
denied intervention in the proceeding au- 
thorizing distribution of this gas to Pan- 
handle’s purchasers. But the court found 
no basis for allowing intervention by 
Michigan Consolidated. Michigan Consol. 
Gas Co. v. Federal Power Commission et 
al. No. 15358, July 11, 1960. 





Other Recent Rulings 


Certificate Extension. The New Mexico 
supreme court affirmed a commission or- 
der extending a motor carrier certificate 
to transport passengers, baggage, and 
express between two cities where the evi- 
dence justified a finding of public con- 
venience and necessity for the proposed 
service and showed no portion of the 
route being served by existing carriers. 
Transcontinental Bus System v. New 
Mexico State Corp. Commission et al. 
352 P2d 245. 


Past Losses. The Indiana commission 
held that a utility cannot make up a poor 
return in past years by an excessive re- 
turn in future years, nor can it be ordered 
to make a return which is insufficient on 
the assumption that future years will re- 
sult in an average return which would be 
reasonable if in fact returned in each year 
over which it has been averaged. Re In- 
diana Water Corp. No. 28260, April 8, 
1960. 


Railway Express Changes. The Cali- 
fornia commission granted a railway ex- 
press agency. permission to close all offices 
serving certain termini, to provide collec- 


tion and delivery of express shipments by 
motor trucks operated between a city and 
certain termini, and to change the way- 
billing of shipments from the offices 
closed to a central office thereby increas- 
ing certain intrastate charges, upon a 
showing that revenues had declined sub- 


stantially and it was necessary to mod- 
ernize the system. Re Railway Express 
Agency, Inc. Decision No. 59927, Appli- 
cation No. 41694, April 12, 1960. 


No Notice, No Jurisdiction. The In- 
diana commission held that it did not have 
jurisdiction to authorize a telephone com- 
pany to borrow money and mortgage 
property where the utility failed to com- 
ply with a statute requiring the publish- 
ing of notice of intention to execute a 
mortgage. Re Eureka Teleph. Co., Inc. 
Cause No. 28474, April 14, 1960. 


Telephone Company Sale. The Indiana 
commission granted permission to one 
telephone company to purchase the assets 
of another upon a showing that the pur- 
chase price had been arrived at by arm’s- 
length negotiation and was approximately 
only 5.26 per cent above original cost de- 
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preciated, that the terms of the sales con- 
tract were fair and reasonable, and that 
the transaction was in the public interest. 
Re Indiana Midland Teleph. Corp. et al. 
No. 28501, April 21, 1960. 


Consolidated Tax Return. The Min- 
nesota commission refused to allow a 
transit company an income tax deduction 
on the basis of a 54 per cent federal tax 
but figured the return on the basis of 
53 per cent where the company filed a 
consolidated return with its affiliates and 
was, therefore, exempt from the 2 per 
cent additional tax on consolidated re- 
turns. Re St. Paul City R. Co. Order 
No. 1488-5, Docket No. 408, June 28, 
1960. 


Reasonable Safety Protections. The 
New Jersey commission held that a pub- 
lic highway and a single main-line rail- 
road track crossing one another at the 
same level necessitate adoption of reason- 
able safety protections for the traveling 
public. Re Erie R. Co. Docket No. 599- 
11690, April 28, 1960. 


Contract Passenger Carriage. The New 
York commission granted a permit to op- 
erate as a passenger motor contract car- 
rier, pointing out that, although certifi- 
cated omnibus operators were generally 
preferred in their normal service terri- 
tory over independent charter operators 
in a contest for a new contract carrier 
operation, the record had been silent as 
to the protestants’ willingness or ability 
to provide the required transportation. 
Re Laurelton Bus Corp. Case 20880, 
April 28, 1960. 


Gas Distribution Certificate. The In- 
diana commission granted a certificate to 
render gas distribution service in a rural 
area upon a showing that the applicant 
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had sufficient experience, financial ability, 
and supply, and would construct addition- 
al distribution lines to render adequate 
service in the territory. Re Northern In- 
diana Fuel & Light Co., Inc. No. 28555, 
May 6, 1960. 


Grade Separation Costs. The Cali- 
fornia commission held that, in exercis- 
ing its jurisdiction with respect to grade 
separation, it should act to impose costs 
on a public body only when it is clear 
from the record that some portion of the 
costs should reasonably be allocated to 
such public body. Re Southern P. Co. 
et al. Decision No. 60168, Application 
No. 40264, Case No. 6003, May 24, 
1960. 


Monopolistic Rights. The Wyoming 
commission held that an electric utility, 
over objection, should not be permitted 
to invade the certificated service area of 
another to provide service therein, unless 
the evidence clearly shows a deficiency 
in service or a forfeiture of rights on 
the part of the dominant utility. Re 
Bridger Valley Electric Asso., Inc. et al. 
Docket Nos. 9112, 9027, Subs 4-7, June 
3, 1960. 


Gas Distribution Certificate. The IIli- 
nois commission granted a certificate for 
the construction, operation, and mainte- 
nance of gas distribution facilities upon 
a showing that the proposed service was 
in the public interest and that the appli- 
cants had been granted franchises from 
the municipalities involved. Re Illinois 
Power Co. Nos. 46743, 46783, June 7, 
1960. 


Division of Crossing Costs. The Illi- 
nois commission directed that the adjust- 
ment of track elevations, in widening of 
certain crossings, should be accomplished 
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by and at the expense of the railroad and 
that the widening and improvement of 
highway approaches should be by and 
at the expense of the city. Gulf, M. & 
O. R. Co. v. City of Pontiac, No. 45799, 
June 8, 1960. 


Adjacent Territory Certificated. The 
Missouri commission granted a certifi- 
cate to a telephone company to serve an 
adjacent area upon a showing that there 
was a need for service by a regulated 
company and that public benefit would 
be promoted by having the company: lo- 
cated in adjacent territory serve. Re 
Kingdom Teleph. Co. Case No. 14,389, 
June 10, 1960. 


Passenger Train Discontinuance. The 
Maine commission stated that, in a rail- 
road passenger train discontinuance case, 
the loss to be incurred by continued serv- 
ice must be weighed against the public 
convenience and necessity. Re Canadian 
National Railways Co. R.R. No. 3511, 
June 13, 1960. 


Public Utility Status. The California 
commission held that the owner of a 
ranch who furnished water to neighbors 
as an accommodation and had not dedi- 
cated his supply to public use was not a 
public utility subject to its jurisdiction. 
Cheshire et al. v. McGuire et al. Decision 
No. 60259, Case No. 6367, June 14, 
1960. 


Conjunctional Billing. The New York 
commission held that a customer which 
had not recorded the title to its premises 
until after the cutoff date specified in an 
electric company’s conjunctional billing 
tariff was still eligible for conjunctional 
billing. Re Consolidated Edison Co. of 
New York, Inc. Cases 18011, 18013, 
June 14, 1960. 


Staff Report. The Pennsylvania su- 
perior court held that the presumption 
that the commission considered the testi- 
mony of record and all of the contro- 
verted points in its deliberation of a case 
is not overcome by a contention that the 
commission may have given consideration 
to a staff report in its decisional process. 
Smith v. Pennsylvania Pub. Utility Com- 
mission et al. No. 194, June 15, 1960. 


Certificate Construction. The Pennsyl- 
vania superior court held that a certifi- 
cate authorizing the transportation of 
property did not include the transporta- 
tion of liquid fuels and gasoline. Ferry v. 
Pennsylvania Pub. Utility Commission 
et al. No. 202-1, June 15, 1960. 


No Due Process Denial. The Pennsyl- 
vania superior court held that a city which 
had been advised that it was geographi- 
cally involved in a grade-crossing case 
and had appeared and participated in a 
hearing thereafter was not denied proce- 
dural due process, notwithstanding that 
three previous exploratory hearings had 
been conducted in the absence of the city 
in order to determine the necessity for a 
change in the crossing. City of Arnold 
v. Pennsylvania Pub. Utility Commission, 
No. 277-1, June 15, 1960. 


Eminent Domain Prerequisite. The 
supreme court of Illinois held that an in- 
terstate pipeline company must obtain 
state commission aproval before it may 
institute an action to condemn private 
property within the state for a perpetual 
easement. Service Pipe Line Co. v. Ruder, 
167 NE2d 419. 


Service Improvements. The Illinois 
commission ordered General Telephone 
Company to reduce the maximum num- 
ber of subscribers on rural lines to ten 
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or less, to eliminate free service and 
establish toll in lieu thereof, or, if the 
community of interest demanded, estab- 
lish extended area service, and to make 
investigations and traffic studies in all 
instances where the calling rate between 
two exchanges exceeded five calls per pri- 
mary station per month. Illinois Com- 
merce Commission v. General Teleph. Co. 
of Illinois, No. 45779, June 21, 1960. 


Power to Authorize Abandonment. The 
Tennessee supreme court held that the 
commission does not have authority to 
permit a carrier having two certificates to 
abandon a segment of one and tack the 
remaining authority to the second certifi- 
cate in order to enable it to operate a 
route which it could not have used under 
the two certificates as originally issued. 
Tennessee-Carolina Transportation, Inc. 
et al. v. Pentecost et al. 334 SW2d 950. 


Intervention Denied. The Federal 
Power Commission considered remote 
and conjectural the interest alleged by the 
New York commission to justify inter- 
vention in a gas proceeding before the 
federal body, where it was urged that un- 
conditional certification of producer sales 
at proposed initial prices in certain pro- 
duction areas would tend to affect ad- 
versely future gas purchase negotiations 
and redetermination clauses of pipelines 
serving New York. Re Coastal Transmis- 
sion Corp. et al. Docket Nos. G-18338 et 
al. May 31, 1960. 


Flat Water Rate. The Wisconsin com- 
mission considered it reasonable for a 
newly established water utility to apply 
a flat rate to residential and small com- 
mercial customers until sufficient funds to 
buy meters could be accumulated, espe- 


cially in view of the use of private sewer- 
age facilities in the area which would tend 
to restrict the waste of water. Re Village 
of Plainfield, CA-3863, June 6, 1960. 


Separations Studies Unreliable. The 
Florida commission denied a petition by 
a number of motor carriers for a 10 per 
cent rate increase, where it appeared that 
their separations studies between intra- 
state and interstate operations were unre- 
liable because of the use of an atypical test 
day and an improper assignment of dead- 
head mileage to intrastate costs. Re 
Florida Intrastate Rate Bureau et al. 
Docket No. 5930-CCT, Order No. 4994, 
June 8, 1960. 


Scope of Suspension Order. The Fed- 
eral Power Commission ruled that it 
would be improper to allow a suspension 
order to affect a pending controversy in- 
volving the question of presently effective 
and past rates of a natural gas company 
which has filed a new rate schedule, not- 
withstanding a contention by the company 
that the failure to determine the presently 
effective rate would prevent it from attach- 
ing a satisfactory undertaking to a motion 
to put the proposed new rates into effect. 
Re Pan American Petroleum Corp. et al. 
Docket Nos. RI60-208 et al. June 14, 
1960. 


Proposed Gas Rates Approved. A rate 
increase for a gas company was approved 
by the Missouri commission as proposed, 
since it will result in a rate of return of 
5.58 per cent on a fair value rate base, but 
the new rates were made subject to modi- 
fication depending upon final determina- 
tion of the cost of purchased gas under 
federal regulation. Re Missouri Utilities 
Co. Case No. 14,385, June 21, 1960. 
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Industrial Progress 


mpa =lectric Plans to Build 
Fourth Power Plant 


NS tor a fourth power plant to 
e the clectrical requirements of its 
ice area have been announced by 
ipa Electric Company. 

Ithough actual construction plans 

not been firmed up as yet, the 

ty firm revealed that some 150 
bs of land approximately 10 miles 
h of ‘'ampa will be utilized for 
site of the new plant. 
he new power plant, when con- 
cted, will be similar to Tampa 
tric’s Gannon station at Black 
mt. It will be coal-fired and will 
ea deep water channel some 200 
wide and 35 feet deep in order 
coal can be brought in by ship. 
1 unloading facilities will also be 
‘ided, utility officials announced. 
ctual operation of the new plant 
probably begin sometime in the 
1960's. Preliminary engineering 
dredging at the site will possibly 
t about five years in advance of 
actual operating date. 

Acquisition of the new plant site, 
‘lectric officials said, is part 
s long range construction 
utility announced earlier 
hat plans are already laid 
: see Tampa Electric’s pres- 

. approximately doubled at 

ome $150,000,000 within 

ve years. Plans for the 
er plant are even further 

e than this. 

| for completion by Octo- 

s year is the third unit at 

rannon power plant. This 

1) kilowatts in capacity, 

« largest generating unit on 
ctric’s system. Two units 
kilowatts each are already 

i: at Gannon. Major equip- 

iourth unit at Gannon. this 

1) kilowatts, is already on 

! s scheduled to be completed 
ins also call for additional 
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units at Gannon prior to actual con- 
struction of the Company’s fourth 
power plant. 


Computer ''Memories" Linked by 
Long Distance Phone Calls 


TWO widely separated computers 
can now exchange information direct- 
ly over the telephone—while each con- 
tinues to print out the results of calcu- 
lations. 

This achievement was announced 
recently by International Business 
Machines Corporation with the intro- 
duction of its 1009 data transmission 
unit. The new product is designed to 
link the magnetic core memories of 
solid-state IBM 1401 computers over 
regular local or long distance tele- 
phone and telegraph lines. It enables 
two-way communication between com- 
puters at the rate of 150 numbers or 
letters a second. 

Gilbert E. Jones, president of the 
company’s Data Processing Division, 
said, “In this new trend in IBM Tele- 
processing our engineers have made 
the computer itself act as a data trans- 
mission terminal while still retaining 
internal processing abilities. It is de- 
signed to meet the high-volume pro- 
cessing needs of decentralized busi- 
nesses utilizing high-speed equipment 
such as the 1401.” 

The IBM 1009 enables the 1401 
computer to be used as either a data 
transmission or data receiving ter- 
minal, as well as a regular data pro- 
cessing system. Input for transmission 
can be fed into the computer from 
punched cards or magnetic tape. 
Susiness or scientific data is trans- 
mitted from the core storage of one 
1401 to the core storage of another 
1401 at the receiving end. Here, the 
data can be processed and recorded in 
the form of punched cards, magnetic 
tapes, or printed documents on the 
600 line-a-minute printer. 

While information is being trans- 


mitted and received, both 1401 sys- 
tems are free to perform simultaneous 
tape-to-printer operations. When not 
in use for sending or receiving, the 
1401 can be used for full data pro- 
cessing operations. 

The IBM 1009 data transmission 
unit is especially designed for use in 
industries where diversified operations 
can benefit from centralized data pro- 
cessing facilities. Among these are the 
fields of insurance, petroleum, manu- 
facturing, public utilities, and trans- 
portation. 


Electro-Motive Introduces Lowest 
Priced Specialized Peaking Plant 


THE introduction of the lowest 
priced specialized peaking plant ever 
marketed in the United States was an- 
nounced recently by Electro-Motive 
Division of General Motors, La 
Grange, Illinois. 

“This newest addition to Electro- 
Motive’s line of Diesel peaking and 
reserve power plants—the 10,000 
kilowatt MU-100—carries a price of 
$82 per kilowatt, at the factory,” said 
Richard L. Terrell, vice president of 
General Motors and general manager 
of the Electro-Motive Division. !n 
addition to being the most economical 
peaking and reserve plant on the mar- 
ket today, the MU-100, because of its 
size can provide peak generation cap- 
ability to meet the needs of even the 
nation’s largest utility companies, he 
said. 

“But,” said Mr. Terrell, “although 
the MU-100 can fulfill peaking de- 
mands of the largest utility company, 
it still retains the advantages of the 
small power plant needed at decen- 
tralized load centers. The MU-100 in- 
creases the capacity of our peaking 
plant, and, at the same time, increases 
its economic value to the utilities.” 

Redesign of Electro-Motive’s exist- 
ing peaking plant control station has 

(Continued on page 20) 
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permitted addition of switchgear and 
controls for the MU-100. By adding 
more generating units, each utilizing 
the General Motors 567D_ turbo- 
charged engine as prime mover, Elec- 
tro-Motive’s peaking line now consists 
of power plants ranging from 2000 
KW to 10,000 KW size. 
Electro-Motive Diesel peaking 
plants are now operating or soon will 
be in operation at 13 locations in all 
major geographic areas of the United 
States, plus several foreign countries. 


G-E Seeks Oldest Carrier-Current 
Being Used Today 


GENERAL Electric Company, this 
year marking its 40th anniversary in 
the power-line carrier-current field, is 
conducting a nationwide search for its 
oldest equipment in operation today. 

Carrier-current being used by elec- 
tric utilities in four different product 
categories—telephone sets, pilot relay 
sets coupling capacitors and line traps 
—is being sought, E. W. Kenefake, 
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Six smiths are en- 
gaged here in labori- 
ously hand- welding 
layers of steel to an 
anvil — an article of 
prime importance to 
their own trade, 
toolmaking. 


vs. “ONE” 


This exclusive R & S service is made possible by 


this machine of our invention 


It is a laborious affair to compile rate-bill analyses in your own office 
(even under the best conditions), compared with the time and labor-saving 
service offered by the “One-Step” Method. 

Monthly rate-bill analyses are of prime importance to utility com- 
panies in “tooling up” for the future. R & S prepared monthly reports 
provide authenticated and respected material for presenting rate cases. 

The “One-Step” Method is simplicity itself, full details are in our 
booklet, “One-Step” Method of Bill Analyses. 


Write Dept. U-2 for your copy today. 


RECORDING & STATISTICAL 


CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 


carrier-current sales manager, sj 
lhe winning utility in each cate 
will receive from G-E, as an award 
the oldest unit, the compar y’ 
functional equivalent, ir. 
the newest advances in t/ 
The old equipment, wh. 
will be offered by G-E fo; , 
museum display. The 4( 
sary quest ends Septembe 


Announce Literatu: 
New Kaylo Procuct 

OWENS-CORNING F 
published a four-page b 
scribing and illustrating it 
uct, Kaylo-Klad high ten; 
sulation for industrial p') 
power, chemical and refiiii 
tries. 

Copies of the brochure 
tained, without charge, 
Department 55-C, Sale 
Owens-Corning Fiberglas, 
avenue, New York 22, New Yo 


McCabe-Powers Announces 

Version of Series 400 Line 
McCABE-POWERS | Body 
pany, St. Louis, Missouri, has 
nounced the production of the 1 
version of its widely-used Series 
Line Construction and Maintena 
Body. 

Company vice president, Bro 
Daly, stated that the 400 incorpo 
many of the construction features 
work-speeding advantages found 
clusively in the firm’s Powers-Ai 
can line of heavy-duty line const 
tion bodies. ‘This unit is designed 
maximum efficiency with a two- 
three-man crew,” he said, “and 
been adopted as the primary ‘wo 
horse’ by many smaller utili 
throughout the country. It has 4 
been added to the fleets of many la 
utility operations to 
heavy-duty units and to handle seco 
ary line construction and maintené 
work.” 

The body is most-frequently f 
nished with the company’s Series P 
10 or PM-20 “Pole-Maste:” Hydr 
lic Derrick for handling oles up 


40’ in length. Optional equ:pmenta 


includes the firm’s Series D 
“Earth-Master” Hydraul:c 
which is suspended from 
and can be used to dig hol« 
to 24 in. in diameter to 1( 
depth. 

Descriptive literature 
information can be obtaine 
Cabe-Powers Body Com + 
North Broadway, St. Lov 

(Continued on pag 
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Maintained b 
se y t 
} Columbia Gas ue 


hrou; out its service territory—in Ohio, 
ens; vania, West Virginia, Kentucky, 
irgini:, Maryland and southern New 
fork — natural gas continues to be the 
neferred fuel for home and industry. 
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THE COLUMB 
SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N.Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDOG., PITTSBURGH 19, PA. 
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| S Worlds Largest Boiler 
= GOES ON LINE 


Serving 475,000 Kw turbine, B&W supercritical 
Universal Pressure® Boiler now in service at Breed Plant. 


The biggest boiler ever built... capable of generating about 
4-billion kilowatt hours annually, enough electric power for 
more than 1,000,000 average American homes... is now on the 
line at the Breed Plant of the Indiana & Michigan Electric 
Company on the American Electric Power System. 


Operating conditions are: 3500 psi at 1050/1050/1050 F. To 
get some idea of the output of this new supercritical pressure unit 
just compare the famous Hoover Dam. Kilowatt hours produced 
at the Breed Plant are about equal to the amount produced 
annually at Hoover Dam... yet the cost of putting this plant on 
stream (per kilowatt of electricity) will equal about 1/6 that of 
building a new Hoover Dam today. 


This is the second Universal Pressure Boiler to go on the line. . . 
and there are more on the way. As at the Breed Plant, products 
of Babcock & Wilcox engineering and research will help utilities 
and industry to meet the challenging growth of the future... 
The Babcock & Wilcox Company, Boiler Division, Barberton, O. 


THE BABCOCK & WILCOX COMPANY 
&. VAgq 
BOILER DIVISION 
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Union Electric Buys Land 


For New Power Plant 
UNION Electric Company  an- 
nounced recently it is acquiring land 
along the Alton Pool of the Missis- 
sippi river in St. Charles County as 
a future site for a large steam power 
station. 

The plant, which will eventually 
have at least 1,500,000 kilowatts of 
capacity, is being planned as a four 
section plant similar to the Meramec 
plant just now being completed in 
south St. Louis county. The proposed 
new plant, however, will produce at 
least fifty per cent more electricity 
than the Meramec station. 

The date for starting construction 
is not yet fixed, G. P. Gamble, 
executive vice-president-operations, 
said, but it is expected construction of 
the first section will start within the 
next few years. The final section will 
not be completed until the 1970's. 

The plant will be located on the 
river because of the quantities of 
cooling water required and the possi- 
bility for river barging of coal. There 
will be no hydroelectric power fea- 
tures included in the project. 

The company, with completion of 


the Meramec plant, scheduled for 
next spring, will have 2,250,000 kilo- 
watts of capacity. The Taum Sauk 
pumped storage plant will provide an 
additional 350,000 kilowatts of peak- 
ing power when it is finished in 1963. 
The highest demand of the system so 
far was 1,885,000 kilowatts which 
occurred during a recent hot weath- 
er spell. Load growth studies indi- 
cate, Mr. Gamble said, that electric 
consumption will continue to follow 
the historic pattern of doubling about 
each ten year period. 


New Electrical Generating 
Equipment Orders Show Decided 
Upturn in First Half of 1960 


ELECTRICAL = generating equip- 
ment ordered by United States power 
systems from domestic sources for 
the first half of 1960 showed a 
capacity increase of 70 percent over 
the same period of 1959, according to 
the Electric Power Survey Committee 
of the Edison Electric Institute. 


Orders for steam generators (boil- 


ers) rose 97 percent over a year ago, 
while hydraulic turbine orders were 
up by 212 percent and power trans- 
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former orders increased 
cent. 

The individual number 
erating units ordered tot } 
increase of 58 percent o: 
half of 1959. The sma! 
age gain in number of 
pared with the capacity 
dicates a continuation © 
toward the use of large: 
units. 

The Committee repo 
total of 6,856,245 kilow 
capacity was ordered by 
June, compared with 4, 
watts ordered during the 
last year. 

This brings the total « 
additions to generating « 
the period starting with 
45,330,777 kilowatts, of 
910,700 kilowatts are in 
units. 

For the first time, two thermal ; 
erating units of 600,000  kilow 
capacity or larger were on order. 
Committee also noted that the am 
of capacity represented by st 
units in sizes below 100,000 
watts is only 7.3 percent. As of 
April, the corresponding figure 
7.6 percent and a year ago it 
8.5 percent. Eighty percent of 
capacity ordered was in units of | 
000 kilowatts or more. 


G-E Reports Growing Util 
Support for Prefered Desig 
Power Transformers 


MORE than 60 percent of Geng 
Electric’s 1960 power transfor 
orders to date have been for 
ferred Design units according to 
announcement by the compar 
Power Transformer Department 
Pittsfield, Mass. 

The Preferred Design progr 
announced by the company last yg 
is a revolutionary concep! in the 
sign and manufacture of !arge 
transformers rated as hig! ( 
kva, 230 kv. The purpose ot 
program is to help fight ‘nflation 
reducing manufacturing ¢» 
ally, this is accomplished 
uniform mechanical (ext rl 
tures which permit mech. 112 
duction line techniques f:r 
time in the manufactur 
power transformers. Al 
was the fact that the con 
tory renovation progra 
schedule. 

According to G. A. He 
ment General Manager, th 
of electric utilities has be 

(Continued on paa: 
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1960 uy 
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Twofold Benefits From The 


Analysts Journa 


7, \ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


010,000. 
kee To Keep Abreast of Investment Markets 


Pe READ THE ANALYSTS JOURNAL 
cent of 
nits of | 

e 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


f PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 
n for 


rding to 
compat 
vartment THE ANALYSTS JOURNAL 

82 Beaver Street, Room 1512-14 
New York 5, N. Y. 





1 progr4 
v last vd 
in the Gentlemen: 

as 230 O Please enter my subscription for one year at the subscription rate 


poe of $5.00—United States; $5.50—Canada. 
"ile 


O Please send me your advertising brochure. 
PO UIIN OR ies uae atone eae ale Beate eiack raced na TSE WS Milas elem BEA Rta ve Mee execute 


Address 























WHAT'S IN 
A TITLE! 


Executives of local utilities 
frequently are assigned respon- 
sibility for management in sev- 
eral diverse areas of operations. 
Are you faced with this problem 
of wearing several hats at one 
time? 


Public 
Relations 
‘Community 


Relations 


If so, you and your associates 
will be glad to learn that you 
can obtain a basic understand- 
ing of the non-technical aspects 
of utility operations. 


Write today for information 
about the P.U.R. Guide. Join 
over 240 other gas, electric, 
water and telephone utilities 
which have participated in this 
program, created specifically 
for you. 


The & P-UR Guide 


332 Pennsylvania Bldg. 
Washington 4, D. C. 








INDUSTRIAL PROGRESS—(Continued ) 


ly encouraging. One customer was 
quoted as saying that Preferred De- 
sign represents “the best thing in 
power transformers in 20 years.” 
Others, Mr. Hoyt said, have realistic- 


| ally analyzed their transformer speci- 
| fications, removing many longstand- 


ing mechanical-type requirements 
which today are not considered im- 
portant. This type of utility coopera- 
tion has permitted General Electric 
to quote PD units in many situations 
where before this would have been 


| impossible. 


According to Mr. Hoyt, the im- 


| petus toward revising specifications 


resulted from the realization by utili- 


| ties that the key to manufacturing 


progress and economies for which 


| the U. S. A. is noted, is a high de- 
gree of mechanical uniformity. He 


emphasized, however, that the com- 


| pany has found a way to effect these 
| economies without asking utility cus- 


tomers to standardize on electrical 
ratings. 
While utility acceptance of Pre- 


' ferred Design power transformers 
| is high, General Electric is meeting 
| with customers to iron out applica- 


tion and other problems. Product 
planning visits have been made to 


_ some 35 utilities and consulting firms, 


some of which have had PD units in 


service since early last year. These 
| visits are designed to provide the de- 


partment with an across-the-board 
reaction to the Preferred Design con- 
cept and the benefits of experience 
that customers have had. 


REA Approves Five 
Telephone Loans 
The Rural Electrification Admin- 
istration approved five telephone 
loans recently to provide new or im- 
proved telephone service to 1,178 sub- 
scribers in Indiana, Minnesota, North 


| Dakota, Texas and Wisconsin, the 


U. S. Department of Agriculture 
announced. About one-third of the 
subscribers will receive telephone 


| service for the first time. 


Facilities to be financed by the loan 
funds include 251 miles of new line, 


| the rebuilding of 28 miles of existing 
| line. 


Westinghouse Gets $20 Million 
Order to Build Power Plant 


A DIVISION of Westinghouse 
Electric Corp., Westinghouse Electric 
International Co., has announced it 
has received a $20 million contract to 
build a 225,000 kilowatt power sta- 


| tion near Tia Juana, Mexico. The 
' order was placed by Mexico’s Com- 


mission Federal Electrici-: 
The three: 75,000 kw ste: 
generating units for the 
the largest single export .; 
steam electric power equi; 
received by the company. 
Juana electric plant, it is r- ; 
among the first of a $1 |. |] 
gram of electrical devel 
signed to double Mexico’ total 
stalled capacity in the next ‘ive ye; 


Osmose Executives N«med 
New Positions 


TWO of the key person 
Osmose Wood Preservir:. 
America, Inc., have been 
new top-management posts. acc 
to John L. Surdam, presicie 
mose. They are—William | 
and Scott Hockenbery. 

Mr. Kieber, presently fieid s 
tendent of the Utilities [division 
Osmose, will become manaver of tf 
division. The Osmose Utility Di 
sion specializes in groundline ins, 
tion and treatment of standing wi 
poles for power transmission and te 
phone companies. 

Mr. Hockenbery will move up fr 
Field Superintendent to Manager 
Pole Sprayers, Inc., a wholly-owr 
subsidiary of Osmose Wood Prese 
ing Company. This firm specializes 
above-ground treatment of in-pli 
wooden poles maintained by ut 
companies. 

The Osmose Wood Preserving ( 
with its main office at 980 Ellic 
Street, Buffalo, N. Y., is one of 
nation’s leading companies in the ff 
of wood preservation, serving as ¢ 
tractors in that field for many of 
country’s largest utilities. 


New Fittings for Interlocked 
Armor Cable 

A NEW line of fittings for all in 
locked armor cable now commerct 
available has been announced by Gk 
Electric Specialty Company. 
Series 800 Fittings not only termi 
but also support, ground, :nount @ 
dead end the cable. 

Series 800 Fittings are ®vailable 
four basic pipe sizes covering the ¢ 
tire range of interlocked «*mor ¢@ 
sizes now on the market. [ight 
ferent fittings are availa 
size for various applicati: 
from simple armor clam 
pound-filled terminations 
used in any position. 

More information may 
by requesting Catalog H 
Electric Specialty Co., 
127th Street, Blue Island 
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PROCEEDINGS 
1959 CONVENTION 


AT PHILADELPHIA, PENNSYLVANIA 


AND UTILITIES COMMISSIONERS 





subject of regulation of rates and services 
public utilities and transportation compan 
including the following: 


Rates of Public Utilities and Transportation Agencies, Valuation, Railroad Proble 


Tuis edition contains valuable material on the 





NATIONAL ASSOCIATION OF RAILROAD 








of 
ies 


ms, 


and Regulation of Public Utilities, Panel Discussion on the subject of "Inflation and 
Its Effect on Utility Regulation of Rates and Utility Financing," Addresses on 
"Legislation Affecting the Federal Regulatory Process" and "The Impact of the Supreme 


Court Decision in the Service Storage an 


Transfer Case." This volume contains a 


complete transcript of the addresses and committee ce of the 1959 Philadelphia 


meeting. The book is printed and bound in regular book cover. 
Price $10.00—Approximately 500 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
Class A & B—128 pages 






Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 
Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 
OR DUT RNIN D MUR EMIOIIE 5.20 5125 58a os Goce a5. -c a Sera ova: saru io a swiGins Sara Otero Id lis Vigra eiy Naeiereieois 3.50 
Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 .... 2.00 
1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 4.50 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
Ssted TERS UN SITMIV AE EMDR 285 oc. 50 55/5115 6-498 ave in ar0.6 Hig arasaleeei eve lala Gibid dare Wisin Salo greninet’s 3.50 
Class D—59 pages 
Accounts for utilities having annual electric operating revenues of less than $150,000 .. 2.00 
1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .... 4.50 
Class C—130 pages 
Accounts for utilities having annual gas operating revenues of $150,000 or more but 
DRE OP UPTIN UTE RININNTOIN 5555s Pau tc vole aa 0 ei ptants a's oversea laltoal ool vavntord| im alelguativas stave, ouelieimser sigim erase 3.50 
Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .... 2.00 
1958—Regulations Governing the Preservation of Records of Electric, 
MR ERTS UNNETIS io woes eins ns Se cgaid ste nined ep eves acdediceceeas 1.00 
Telephone Separations Manual (Revised October, 1957) ..................0. 000s 2.00 


Local Service Telephone Rates (Revised 1957) 
This includes the rates for all exchanges of the Bell System Companies, the rates in exchanges 
servicing cities of 50,000 population or more (both Bell and Independent), and a tabulation 
of exchanges which had a ten cent coin telephone rate as of June 30, 1957. (with set of 
revised pages for 1958) 
Local Service Telephone Rates—Set of 75 revised pages only for 1958............ 


Depreciation: 
1943—1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Half Cycle Methods of Estimating Service Life 
1948—Letter Symbols for Mathematics of Depreciation 
1959—Report of Committee on Depreciation 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


ed 


P. O. BOX 684 Washington 4, D 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








64 years of leadership in property valuation 
me AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














- CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI! (SINCE 1915) 














BONI, WATKINS, JASON & CO., 


Economie & Management Consultants 


80 Pine Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C 
Rate Cases Management and Market Studies 


Rate of Return Analysis 
Cost of Service Determination 


Economic and Financial Reports 














BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 


Engineering and Design © Research and Development © Construction ° 
Electric, Steam and Hydro Plants © Aeronautica! and Missile 


; Facilities © Surveys ©@ Nuclear, Chemical and Industrial Plants ¢ 
BURNS RE Transmission © Distribution © Reports 
= 160 WEST BROADWAY, NEW YORK 13, NEW YORK 


Woshinaton, 0 C e Hempstead, i. 8. Santa Monica, Calif. 














SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 
Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 














Mention the FortnicHTLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY 


(continued) 





DAMES & MOORE 
Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo, 
geological, and geophysical investigations for pipeline and transmission line routes, Geological- 


geophysical-soil mechanics investigations for recovery and use of marginal land, and for dam 
design and construction. 





CHICAGO NEW YORK SAN FRANCISCO HONOLULU 
LOS ANGELES PORTLAND SEATTLE ATLANTA SALT LAKE CITY 











DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











rn - Design 
caters ® - Engineering 
ple yee DO opaNe 100% TOWN or PLANT SUPPLY - Construction 


PLANTS on - wa a. ae ok’ A ee eo) 


Incorporated 


11 WEST 42ND STREET, NEW YORK’ 36, N. Y. 


LP-gas 
peak shaving 
EMPIRE GAS and stand-by 
lant: 
ENGINEERING CO. . conlelpatiies 
P.O. Box 1738. : industry 
- + design 
Atlanta 1. Georgia > construction 





Ford, Bacon & Davis 
ppc Engineers er pldang 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses © Rate Design 
Natural Gas Field Price Problems © Economie and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 











(Professional Directory Continued on Next Page) 
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(continued) 





Francisco & JacosBus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


WESTBURY CLEVELAND TUCSON 








GIBBS & HILL, INc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1,N. Y. 











525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 











W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








HARZA ENGINEERING COMPANY 
Consulting Engineers 
Calvin V. Davis Richard D. Harza E. Montford Fucik 
REPORTS — DESIGN — SUPERVISION 
HYDROERLECTRIC PLANTS AND DAMS — TRANSMISSION ES — FLOOD CONTROL — 
GATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 











Mention the FortnicutLy—I/t identifies your tngitry 
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JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Ann Arbor, Michigan NOrmandy 8-7778 





Michigas Theatre Building 























Personalized Piping System Flexibility Analyses 


Piping flexibility studies made with Available on a confidential basis 
Kellogg’s electronic computer, to consulting engineers and engineering 
individualized on your company forms. departments. Write for details to: 


FABRICATED PRODUCTS SALES DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 




















oe Ruljian Gccaion 
t 
ae, Co on) ot 2 o CONS TRUCTAaARS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 

+ C CLASS COST ANALYSES ‘for Developing CLASS RATES eae 

WATER OF RETURN and UNIT COSTS for use in MUNICIPAL 

TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 


17 BAYWATER DRIVE 


DARIEN, CONN. 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 
RATE CASES—APPRAISALS. -DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 


MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 
NATIONAL CITY : 
> 4) e consultation 
e special investigations 


NATIONAL CITY MANAGEMENT COMPANY 
Prudential Plaza — Suite 3500 e Chicago 1, Illinois e MOhawk 4-6500 





























SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 







CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


23) SOUTH LA SALLE STREET 





(Professional Directory Continued on Next Page) 
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(continued) 


= Special Operating Studies u eas ‘<a; = ee 
* = ae 
Planning and Design ~k \ \ ¢ ) a ] : oe 
Reports for Financing cide x : 
consulting engineers with a busivess 


Economic Studies 


& 


1025 Connecticut Ave., N. W., -Wiskioad 6, 0.€. 
61 Broadway, New York6,N.Y. 


= Regulatory Representation 





SANDERSON & PORTER 


CONSTRUCTION 4 REPORTS & 
SURVEYS 


NEW YORK NEW YORK 











PUTT CCLRC 


SARGENT & LUNDY 
ENGINEERS 
Consultants to the Power Industry 


@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


SVS 


SHUN 


TUCO 





STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 


345 Hudson St. Warkins 4-6400 New York 14, N. Y. 











NEW YORK 


STONE a WEBSTER E- 
CHICAGO 


ENGINEERING CORPORATION aoaten” 


SAN FRANCISCO 


DESIGN - CONSTRUCTION « REPORTS « APPRAISALS LOS ANGELES 
EXAMINATIONS + CONSULTING ENGINEERING ee 





Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 
DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 


REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 


1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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BURNS & McDONNELL 


Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 





LUTZ & MAY COMPANY 


Consulting Dngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











EARL L. CARTER 
Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Pablic Usility Valuations, ate ond 
Original Cost Studia 
910 Electric Building 


fptanguitt Ind. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ill. . 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


investigations—Reports—Appraisale 
Original Cost and Depreciation Studies 
Rate Analyses—Iineurance Surveys 


HARRISBURG, PENNSYLVANIA 








A. S. SCHULMAN ELECcTRrIc Co. 


Electrical Contracting Engineers 
foundea 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAI]—-TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHTGAN AVE., CHICAGO, HL. 
Angeles Tampe 











INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








SVERDRUP & PARCEL 
Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plaats 

Power Systems—iadustrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washiagtes 











Jackson & Moreland, Inc. 


Jackson & Moreland international, Inc. 
s aad C 


ELECTRICAL—MBCHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 


FOR 
UMLTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 











A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portiand 


Inspectors stationed throughout the U.S.A. 





Mention the FortNIGHTLY—/t identéfies your inquiry 
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T 


*Texoma Enterprises, Inc. ... 


Ww 
*Westinghouse Electric Corporation 
*White, Weld & Co. 
Whitman, Requardt and Associates 
Williams, A. W., Inspection Co., Inc. .... 
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the Panama Canal — 1912 
REIC-EEI Cable Project — 1960 


W CEVELOPMENT INCREASES 
THEAD RATINGS 
5\ OLTS A YEAR 


a 


4 


nly ah. if-century ago, GéW furnished a 600 volt 
onect ‘ype pothead which was flexible enough 
eet the complex demands in lock control rooms 
e Pansma Canal. The success of this device is a 
ven fact since these potheads are still supplied for 


ice today. 


a) ele 


4 


,G&W’s latest development, a 345 kv cable termi- 
in for the AEIC-EEI Project, is a significant 
tribution to the further progress of power trans- 
ksion and distribution. Each pothead is more than 
feet high and weighs approximately 2,000 pounds. 
ey are designed to withstand nominal operating 
pssures Of 200 psi and exceed the 1300 kv impulse 
tage withstand specified by the project sponsors. 
pacitors distribute the high-voltage uniformly 
mg the length of porcelain from aerial lug to 


und. 


‘1 


om the construction of the Panama Canal to the 
sent, 48 years of continuous development by G&W 
ve gone into one product. No more thorough job 

been done by any single manufacturer. Nor is- 
ere a more complete line of potheads available than 
at offered by G&W. Ask your G&W representative 
full de’ ails, or write us. 


© 2W ELECTRIC SPECIALTY COMPANY ™ . ial nisi amills 

a n — ne of three potheads 

3. (6 WEST 127TH STREET BLUE ISLAND, ILLINOIS installed at the AEIC-EEI Project, 
CMSs WOM a Vc : ‘ this unit is more than twelve feet high 

and weighs 2,000 pounds. If tests 

. —-4 at345 kv are successful, as expected, 

these potheads and other accessories 

and cable will be tested later at 

450 and 500 kv phase-to-phase. 


super. + quality standards—inspired specialized design 





Handy Dodge Tradesman 
saves you time, 
cuts your costs cent 


partments form hani “‘workbe 


Handiest thing on wheels, this new Dodge Trades- 
man! Its roomy compartment-type bgdy helps keep 
your tools neatly arranged. Cuts costs by helping 
you accomplish more work in shorter time. Spacious 
floor area holds the bigger items you haul. Ladder 
racks and sliding roof are available. 


As for the rest of the truck, it’s everything the Dodge 

name promises. Dependable. Husky. Easy to drive. 

Thrifty, too . . . with your choice of a 120-hp. Six or - 

200-hp. V-8. Both engines thrive on a lean diet of low- ae 


cost regular gas! of enclosed load space ona 0 
108-inch wheelbase. Tops ind 


The Tradesman rolls off the Dodge production line ease and eye-catching style! 
as a complete unit, equipped to your specifications 

and ready for work. It’s available for quick delivery 

at low cost through your nearby Dodge dealer. 


DODGE 4 x 4’s take you any 
off the road or on! Pig choice 
types. G.V.W.'s from 5,100 to 200 
Horsepower from 1°? to 202. 


To SAVYOU 
MONEMIN 


i 


A PRODUCT OF CHRYSLER CORPORATION 





